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BUILDING 
Tor the LUuliirve 


To meet the ever-increasing and currently 
critical demand for natural gas... . 
Companies of Columbia Gas System 
are engaged in the largest construction 
program in the System’s history .... 


In two years, by the end of 1947,Columbia 
companies will have spent $53,000,000 
for new construction .... new wells, 
pipelines, compressor stations, propane 
plants and underground storage fields .. 


By the end of 1949, the System plans to 
spend an additional $74,000,000, a total 
of $127,000,000 to bring more gas to 
the homes, industries and commerce of 
the area it serves .... an area rich in 
resources and progressive enterprise. 





EARNINGS AND DIVIDENDS 


For the twelve months ending September 
30, 1947 


Per Share 
Consolidated Net Income . . . . $1.36 
Portion Retained by Subsidiaries . 35 


Balance Representing Parent Com- 
pany Net Income. .... . 
Amount Required for Retirement of 
Debentures . 2. 6k kt 16 
Balance of Parent Company Net In- 
come After Provision for Retire- 
ment of Debentures . . . . . .85 
CASH DIVIDENDS paid in the year 1947 


were as follows: 


1.01 





Pata February 15... . . I5#¢ 
PaAMUmey tS 5s lk wo s SE 
row AumustiS .... . Be 
Paid November 15 . . . . 15¢ 
Total Regular Dividends . . 60¢ 
Extra Dividend paid Nov. 15 15¢ 
Total all Dividends . . . 7S¢on 


each of 12,233,256 shares of Common 
Stock outstanding 











COLUMBIA GAS & 
ELECTRIC CORPORATION 
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CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N. Y. 
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fe Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable January 1, 1948 to 
holders of record at the close of busi- 
ness December 16, 1947. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1948 to Sihiees of 
record at the close of business Decem- 
ber 16, 1947. 


COMMON STOCK 
40 cents per share, payable Decem- 
ber 31, 1947 to holders of record at 
the close of business December 16, 
1947 
ce : R. O. GILBERT 


Secretary 





December 2, 1947 
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THE Ma mavoxX company 


MAKERS OF FINE RADIO*=PHONOGRAPHS 


Dividend 
Notice 





The Board of Directors of 

The Magnavox Company has declared 
a quarterly dividend of 25 cents a share 
on the Company’s outstanding capital 
stock, payable January 15, 1948, to 
stockholders of record December 24, 1947. 


R. A. O'CONNOR, 
President and Treasurer 
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BATTERIES 


THE ELectRiC STORAGE BATTERY 
COMPANY 


189th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
final dividend for the year 1947 of seventy 
five cents ($.75) per share on the Com- 
mon Stock, payable December 31, 1947, 
to stockholders of record at the close of 
business on December 15, 1947. Checks 
will be mailed. 
H. C. ALLAN, 
Secretary and Treasurer 











Philadelphia 32, December 5, 1947. 
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Season's 
Greetings 


E drink a toast to your happiness and success this 
coming year — brim full of good-will and good 


wishes. 


1948 will be a year of decision, bringing the promise of 
opportunity and progress despite the hubbub of destruc- 
tive forces abroad and the unreason inevitable in a.presi- 


dential election year. 


We have so much to be thankful for compared to the 
other peoples of the earth. There is no reason for pessi- 
mism as the tide is turning in our favor and the kind of a 
world to come is in our hands. Let’s make it a fine one so 
that those who come after us may know freedom, the joy 
of individual creative effort, and the realization of goals 


that make life worth living. 


To you, our friends and subscribers, with all our hearts, 
we wish you and yours Health and Happiness in the 


year ahead! 


DS ah fy 
Neat ee 


PUBLISHER 
MAGAZINE OF WALL STREET 
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HIGHLIGHTS 
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Inflation has been an increasingly serious problem throughout Special session of Congress to deal with 
1947 and a major feature of every phase of our economic life Marshall plan and domestic price inflation. 


POLIT 
opinio 
flation 


Enactment of Taft-Hartley Law marks new phase in American Walter Reuthers’ election as chief of UAW means shift to right 
labor relations, accomplishing major reforms long overdue. and serious blow to communists in the American labor movement 


more c 
from 


eg 3 


: ie oa 
Photos by International News and Press Asst 


Four Power Conference in London. Its outcome French strikes end in major defeat for French commu- 
will vitally affect the world of the future. nist party and Moscow’s drive for world communism. 
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POLITICAL MANEUVERING ... The parade of views, 
opinions and conjecture as to how best to combat in- 
flation so far has brought out only one fact: That 
everybody, politically, is scared to death of sponsor- 

-‘§ ing a really concrete program that holds any hope of 

@ coping effectively with this serious problem. The po- 
4 litical viewpoint is unhappily conspicuous on every 
| side. More and more, it appears that it is too much to 
hope for an approach that is in any sense divorced 
from thoughts of the 1948 election battle. 

This is unfortunate for the country, since it is diffi- 
cult enough to decide on the best way to deal with 
inflation even if economic factors alone are considered 
rig} and if political considerations are entirely ruled out. 
met The attention to narrow and immediate political ad- 

vantage has only resulted in hopeless floundering. 
_From past experience, it is obvious that effective 
bipartisan action can provide the only way to curb 
inflation, for on a matter of such overriding national 
way 'mportance, it is essential that there be some yielding 
me On all sides. Yet such action, at the moment at least, 

t seems further off than ever. 

j Even within the Administration, there is obviously 
ho meeting of the minds as to what should be done. 
The President’s own cabinet is talking at cross pur- 
poses to Congress on what measures to adopt. And 
the Administration’s request for control powers as a 
“backup” for a campaign of exhortation to talk prices 
‘down, and wages perhaps too, is indicative of its re- 
luctance, for political reasons, to commit itself to a 
more concrete program. Its determined effort to wring 
from Congress wide discretionary powers over prices, 
wages and allocations, instead of drawing up a set of 
specific controls for reinstatement now, can mean only 
one thing: The Administration either believes that 













The Trend of Events 


such controls are not necessary at this time, or it is 
unwilling to commit itself to any specific program for 
fear that it may backfire politically if it fails to 
achieve the hoped-for results. ; 

The argument that a policy of “holding a club” will 
make its use unnecessary because it would induce in- 
dustry, labor and the public to bring about the desired 
results by voluntary action seems highly fallacious. 
A program of persuasion to hold prices and wages 
down may be tried again but the past gives ample 
proof of the ineffectiveness of such an approach. 
Prices simply cannot be talked down, nor wages kept 
down, in the face of economic forces that argue for 
their advance. Unless these forces themselves are 
dealt with, inflation will continue. 

Congress is confused over what to do, or how far 
to go along with the various proposals submitted. 
Even the Democrats don’t particularly like some as- 
pects of the Truman program, and the Republicans 
are politically upset over the prospect of still higher 
prices. Their fear is that anything they do, or don’t 
do, will be turned against them next November. On 
both sides there are strong undercurrents of doubt 
and skepticism, and such uneasiness is not surprising. 
For there is no reason to believe that partial controls 
now would work any better than when first applied 
prior to our entry into the war. 

But withal, the Administration has succeeded in 
maneuvering the Republicans in Congress into a pre- 
carious political spot. If gothing is done about controls 
now and prices keep rising, the public will put the 
blame on the Republicans for refusing to go along 
with the Administration. Yet if the latter now would 
have to commit itself on a specific program and this 
fails to work effectively, the blame for high prices— 
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even though Congress would go along with such a 
program—would revert back to the Administration. 
Hence both parties are playing a cautious political 
game. 

The rub is that the politicians, Democrats and Re- 
publicans alike, want to do nothing that might disturb 
our “prosperity” in an election year and therefore 
shy away from measures which, while truly anti- 
inflationary, would also be deflationary. They well 
know that there cannot be one without the other. A 
deflationary trend in an election year is intensively 
feared and disliked; no one would care to assume re- 
sponsibility for it. At the same time, they are alive 
to the public agitation against high prices and the 
need to do something about it. “Something,” in the 
end, will no doubt be done, but the chances are that 
it will cause more harm than good. 

In the last analysis, whatever program will be 
finally devised will have to meet the acid test of per- 
formance next year. The voters will juage it by the 
results, regardless of whose or what program it is. 
So far we had a lot of talk and little action. In the 
light of this, it would seem premature to count too 
much on Washington to get prices down. 

Though they have finally come to grips over rival 
programs to halt inflation, both parties are avoiding 
a real show-down on prices, and labor, industry and 
farm groups seem reluctant to face the sacrifices 
needed if inflation is to be curbed effectively. Thus 
in all likelihood, we shall go on treating the symp- 
toms instead of the fundamental causes of inflation, 
with indifferent results. 


A SANE POLICY ... The Treasury Department re- 
cently gave official assurance to American industry 
that it does not intend to employ the law against “un- 
reasonable accumulation of surplus” in a way that will 
interfere with the effective and prudent operation of 
business. This means there will be no rigid or unrea- 
sonable application of the requirement, under the tax 
law, that corporations distribute to stockholders a cer- 
tain percentage of profits. Not long ago, the Treasury, 
in order to overcome mounting objections, took the 
first overt step in this direction when it unexpectedly 
dropped the requirement that corporations state in 
their tax returns whether 70% of earnings have been 
distributed. 

It is always sound policy to give due consideration 
to management as to what sums are needed for work- 
ing capital, expansion of facilities, special reserves 
and similar bona fide needs. Today this is true more 
than ever. Industry’s postwar expansion has been vig- 
orous and continues so. And the cost of such expan- 
sion, in an era of high and rising prices, has been far 
above normal, a fact that has already led to substan- 
tial shrinkage of working capital in a good many 
instances. In the light of this, it is only fair that cor- 
porations be allowed to judge by themselves how 
much to retain out of earnings to keep them finan- 
cially sound and well prepared against the day when 
the earnings curve begins to decline. 

True, there have been abuses. Some corporations 
have been over-cautious, if not downright niggardly 
in the treatment of their stockholders and where this 
is the case, it will undoubtedly continue to have the 
Treasury’s attention. The latter’s statement, how- 
ever, is evidence that it is aware of the extraordinary 


conditions prevailing today. Clearly, in the interest of 
overall economic health, it would not do to deprive 
business unduly of the most desirable source of capital 
—retained earnings—at a time when capital needs 
are unusually heavy. 


TIMING OF CURRENCY REFORM ... Recent devalu- 
ation of the Italian lira, on a flexible basis and in line 
with prevailing black market valuation of the cur- 
rency, is the first of a series of moves toward currency 
stabilizations without which there can be no lasting 
reconstruction abroad regardless of American finan- 
cial aid as now contemplated under the stop-gap aid 
program and the European Recovery Program. 

The main argument for immediate revaluation on a 
more realistic basis is that such action, taken jointly 
with fundamental reforms, will revive confidence and 
stimulate production, savings and investment. Clearly 
these are requisites to any effort at financial and eco- 
nomic rehabilitation though emphasis must at the 
same time be placed on economic and financial meas- 
ures that will give a currency internal purchasing 
power in line with its external quotation. This alone 
can assure lasting monetary stability. 

Italy’s flexible devaluation policy evidences the be- 
lief that the time is not yet for final determination of 
the lira value, and the present political and social tur- 
moil in that country amply bears this out. But it also 
means that Italy is getting ready, financially, for 
American aid, realizing full well that such aid—to be 
effective—must be conditioned upon realistic revalua- 
tion of the country’s monetary unit. 

France, too, has been working in this direction 
though there is no likelihood of a definite decision 
until France’s internal situation has become stabil- 
ized. Once this is achieved, however, and the extent 
of Marshall plan aid clarified, devaluation of the 
French franc is not likely to be long delayed. Such 
action, in fact, is long overdue and only the weakness 
of the French government has prevented it from be- 
ing taken sooner. 

Even former enemy currencies are in line for early 
stabilization to facilitate resumption of trading. 
Stable values for the German mark, the Japanese yen 
and for the Korean currency are actively debated. 
German currency action will be by far the most diffi- 
cult task since it requires consultation, if not active 
cooperation, of all occupying powers including Russia. 
No decision is expected until the London four-power 
conference is concluded. But regardless of its outcome, 
action in this direction now appears a definite pros- 
pect, and probably an early one. 

It all ties in, of course, with the desire to make the 
Marshall plan work which it cannot so long as confi- 
dence in money is lacking, black markets for goods, 
gold and “hard currencies” flourish, and domestic 
— power is only a fraction of the official quota- 

ion. 

From the standpoint of timing, Russian currency 
devaluation, just announced, is somewhat more diffi- 
cult to understand (at least for those outside of the 
Iron Curtain), since it coincided with a critical phase 
of the cold war. Russia’s drastic action is eloquent 
proof that even the “perfect” Soviet state finds it- 
self beset by economic difficulties no different, 
basically, from those which call for currency re- 
form in capitalistic, socialistic and mixed economies. 
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As g See OL | By CHARLES BENEDICT 


“WAR WITH RUSSIA POSSIBLE—BUT NOT PROBABLE” 


Wh ac has been said about open warfare with 
Russia this spring. And many cite the Kremlin’s un- 
compromising attitude as indicating that the Soviet 
Union believes it can win in a struggle between 
that country and the U.S.A. 

This is far from the truth as Russia is in no posi- 
tion to fight a modern war to a successful conclu- 
sion, having neither the economic wherewithal nor 
the materiel necessary to support the vast armies 
that would be involved. 

In fact the longer 
Russia waits, the less 
likelihood of success for 
her arms, for she has 
treated her satellites 
and the conquered peo- 
ples with such brutality 
and greediness, that she 
can no longer count on 
their support. Instead it 
is more likely that these 
people would see an op- 
portunity for retaliation 
and revenge in such a 
war. 

Under these circum- 
stances, Russian lead- 
ers are bound to try 
every means short of 
war to gain their ends, 
and to compromise when 
failure stares them in 
the face—as it will. To 
risk the alternative of 
the most devastating 
war of all time might, 
they are well aware, 
strip them of their 
power—and even their 
lives. 

However, fully cogni- 
zant of the explosive ef- 
fect of their activities 
and the danger inherent 
in the situation, the 
Russians are mobiliz- 
ing their forces to meet any emergency. Today they 
have five million men under arms on the European 
continent alone. 

The western powers, on the other hand, have de- 
veloped a strategy to offset the challenge of Russian 
aggression and to cope with the danger of possible 
irresponsible action by frustrated Soviet leaders who 
would seek to pull the rest of the world down with 
them, should they fall. 

The political and economic defense of Western 
Europe is a cornerstone in this campaign. The Mar- 
Shall Plan designed to enable the European peoples 
to resist Moscow’s destructive economic action and 
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“THE ROAD TO RECOVERY IS RUGGED” 





Shoemaker in the Chicago Daily News The 


prevent further Russian aggression has already 
borne fruit. The decisive defeats of the highly organ- 
ized communists, first in France and then in Italy, 
were substantial victories and will lead to deflections 
elsewhere—possibly in Czechoslovakia which is being 
squeezed by Moscow—in Poland and elsewhere. The 
adherence of the shrewd and hard-headed Swiss 
speaks volumes for the prospects for the success of 
the Marshall Plan. 

Moreover, the friend- 
ship with France so 
clearly evidenced at the 
London conference sug- 
gests that the initial 
success of the Marshall 
Plan has much broader 
implications in its pos- 
sible effects on our en- 
tire defensive strategy, 
for in all likelihood the 
African continent would 
become our forward de- 
fense base with a life 
line running through 
the Mediterranean to 
Greece, Turkey and the 
Middle East, and so on 
to China — making 
Japan our key base in 
the Pacific. 

Ever since the time 
the Marshall Plan began 
to take shape, it has be- 
come increasingly clear 
that the Russians have 
lost the offensive which 
they held from the first 
days of the East-West 
split—and that with the 
rallying of Western Eu- 
rope to the Marshall 
Plan, the offensive has 
shifted to the United 
States. 
deflection of 

France must have been 
a severe blow to Kremlin strategy. Dictator psychol- 
ogy always has a way of over-reaching and the Rus- 
sians have made such serious errors in dealing with 
the various countries that one is led to believe they 
have been relying too long on abusive propaganda, 
chicanery and violence to gain their ends. That their 
weakness is still structural—economic, financial, so- 
cial—a lack which they are not equipped to rectify 
as their important advisers are outside experts, fre- 
quently unwilling collaborators—a condition in which 
there can be no percentage for the Soviet Union. 

Up to now, because of the tight censorship in Rus- 
sia, the western powers (Please turn to page 324) 
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Market At Year-End — Ahead Into 1948 


Market action implies that the daily industrial 


and rail averages probably have put their 
December lows behind, and are having a fairly 


typical year-end rally which might run into 


early January. A more sustained rise seems 
improbable, in view of basic economic and 
political uncertainties. Our policy remains 


conservatively cautious and selective. 


; By A. T. MILLER 


In terms of the daily averages, there is 
every indication that the lows recorded December 6 
will stand as the lows for this final month of 1947, 
with the possible exception of the utility average. 
The latter, while steady, has shown insignificant 
year-end rallying power up to this writing. In the 
trading week ended December 13 the Dow-Jones 
industrials advanced 3.60 points, the rail average 
2.74 points and the utilities only 0.41. The tone has 
remained firm up to our press time. 

For appraisal of the significance of the rally now 
under way, a brief review of the technical pattern 
which preceded it is appropriate. You will recall that 
the market reached a recovery high last July which 
has not since been surpassed. The July highs in the 
key averages were 186.85 for the Dow industrials, 
51.63 for rails, both on the basis of closing prices. 
At those highs the industrials, only, made a new re- 
covery peak, the rails failing to better their previous 
high of 53.42 made as far back as last February. 


Divergent action around the July tops was followed, 
as it often is, by an intermediate decline which ran 
into late September but halted well short of the 
are support levels represented by the lows of last 
May. 

Next came a three-week rally running to October 
20 and closely testing the July supply levels. It 
halted at 185.29 for the industrial average and 51.19 
for rails. The subsequent sell-off, to December 6, 
ran roughly seven weeks, taking the industrial 
average down 9.55 points from the October high, the 
rails 4.91 points. On this swing the rails broke their 
September intermediate low—so did the utilities, by 
a wide margin—but the industrials did not. 


Near-Term Range Probably Narrow 


In a single week (December 8-13) the industrials 
have now recovered over 37% of their decline from 
the October high, the rails over 55%. That sounds 

impressive, yet the maximum range in 
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the averages for some months has been 
restricted enough so that it takes only 
a relatively moderate rise to present a 
320 test of a technically significant pre- 
310 vious high, and a similarly moderate 
300 decline to test a previous low. A fur- 
ther rise at anything like the last 
week’s pace would take the industrials 
260 back to the immediate vicinity of their 
270 October top well before the end of the 
260 year, and have the rails probing both 
a their July and October supply levels 
within another week or so. 

Measured against intermediate highs 
230 and lows, rail action was inferior to 
that of industrials for the last year or 
more, until very recently. Rails are 
now getting a good speculative play 
for two reasons. First, having declined 
more than industrials there is more 
“technical bounce” in them than in 
the average industrial. For that mat- 
ter, they are usually trading favorites 
on the traditional year-end rally, since 
speculators are well aware that they 
are given to relatively wide percentage 
moves. Second, it is reasoned that rail 
news will be better, relatively, than 
industrial news over nearby weeks, 
what with month-to-month earnings 
figures making a favorable showing 
and a further freight-rate boost ex- 
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pected to be announced by 
the ICC before the end of 
January. 

Rails and oils—the latter 
aided by the recent further 
sharp rise in prices of crude 
oil and refined products — 
have largely dominated the | 
rally to date. It is very likely | 
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lematical. The odds against 
the industrial average being 
able to top either its October 
or July high appears con- 
siderably more formidable. 

The main reason for think- 
ing so is that the industrial 
list, on the whole, has had 
dynamically favorable busi- 
ness and dividend news to 
work on for some weeks, and 
has shown a largely negative 
response. A delayed response 
to the same news is unlikely 
to be much better, and it is 
hard to see where fresh 
news, of real market import, 
is to come from between now 
and early January, the peri- 
od of the usual year-end 
rally. 

Thus the chances are that 
at the next high, probably 
within the next fortnight of 
January, if not before, there 
will again be divergence be- 
tween the two averages, as 
there has been at intermediate turning points for 
many months past; and that the subsequent swing 
will necessarily be downward. Whether it will be 
more important than previous declines since July is 
not possible to predict. There are some reasons for 
thinking that it might—or for at least being pre- 
pared for the contingency. 

As a result of market action in the week ended 
December 6, our Support Indicator chart showed 
greater deterioration in the underlying position than 
at any time since early in the year. That could well 
be more significant, from a medium-term point of 
view, than the fact of a more or less typical year- 
end rally and such improvement in this Indicator 
as the rally itself brings about. Even should a mar- 
gin of Demand over Supply be re-established, it 
would carry less weight at this season than usual. 
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Economic-Political Outlook Uncertain 


Our low-price stock index suggests nothing more 
than a transient upturn in speculative confidence. 
Bearing on this point, few of the stocks which have 
been under really heavy tax-selling have rallied ap- 
preciably. The tendency of many sellers of utilities, 
air lines, movie stocks, retail issues, drugs, etc., has 
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been to forsake these groups rather than switch 
around among them. 

It will be some time before the Marshall program 
shapes up in definitive form. Meanwhile the market 
has to weigh current inflationary pressures against 
future deflationary potentialities. Grain prices are 
more likely to level off, or have some reaction, in the 
forepart of 1948 than to advance further, the trend 
beyond that depending mainly on crop indications. 
The third round of wage increases will bid for atten- 
tion. The central banking authorities will continue 
to “fight the boom” by warnings and mild actions 
which at least provide sober food for thought. 

There is a chance that the recent new wave of 
inventory buying will soon taper off. It already has 
among retailers, with a sharp pulling-in of horns 
likely over the medium term. This might coincide 
with lower plant outlays, and greater business cau- 
tion ‘all around, by the second quarter. These and 
other basic factors will be analyzed in detail in our 
special 1948 Forecast issue two weeks hence. 
Neither in our research to date, nor in the current 
market rally, do we see any reason to depart from 
the cautious, selective, middle-road investment policy 
heretofore recommended. 

—Monday, December 15. 
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By E. A. 


Y n the course of the traditional tug of war over tariff 
policy in Congress, our tariff has had many ups and 
downs. With the advent of the new year will begin 
one of the most drastic “down periods” that will see 
American import duties reduced to the lowest aver- 
age level in a century. Effective January 1, duties 
will be lowered on thousands of foreign products 
with reductions ranging up to 50% of present rates 
and affecting some 60% of U.S. foreign trade. 

As a result, the average height of our tariff wall 
will be cut to a level of about 20% of the value of 
all imports. That compares with the present level of 
about 35% and with a high of 59% when the Smoot- 
Hawley Tariff Law was in effect in 1932. Beginning 
next year, then, our tariff wall will be about one 
third as high as it was early in 1932, and only 
slightly more than half as high as now. 

This just about sums up the Geneva trade agree- 
ment recently made public by the Government and 
involving 23 nations. Whether, in the long run, its 
effect on American business will be good or bad is a 
highly controversial question that will not be settled 
soon but is already hotly debated despite the widely 
acknowledged fact that the major impact will be a 
delayed one. 

Nominally at least, the new agreement constitutes 
an outstanding achievement in the field of inter- 
national economic collaboration and for us, an im- 
pressive accomplishment under the reciprocal trade 
agreements program initiated by former Secretary 
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of State Hull. Actually, in view of the dislocation 
of world trade and the uncertain duration of this 
state of affairs, it is extremely difficult to gauge its 
practical meaning both over the short and longer 
term. 

Thus despite the extraordinary breadth and scope 
of the agreement as attested by the fact that the 
schedules of tariff concessions embodied in over a 
hundred individual trade pacts list more than 45,000 
separate items and cover approximately two-thirds 
of the trade between the signatory countries, Ameri- 
can business need hardly be frightened at this 
stage. The pacts were primarily designed to give 
long term stimulus to international trade through 
the removal of artificial trade barriers but their full 
effect will not be felt soon. 


No Early Flood of Imports 


Production abroad is too small even to satisfy 
domestic demands in foreign countries, and most of 
them lack the materials, manpower and equipment 
to boost output quickly or substantially. Thus apart 
from certain specialties, it will be considerable time 
until foreign goods can be sent to our shores in 
volume, and not for a long time will there be any- 
thing like a flood—the traditional nightmare of our 
high-tariff advocates. Even at worst, this is heavily 
in the future. 

But despite its limited practical meaning at this 
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time, the Geneva agreement has broad significance 
in certain important respects. One is that by reduc- 
ing our tariffs as we did, we have at long last taken 
a step that the world expects from a creditor nation. 
We have demonstrated our willingness to accept 
payment in goods for our exports and the service 
of debts owed to us. By opening the doors much 
more widely to imports—once such a flow becomes 
an actuality—we shall contribute materially to 
establishment and maintenance of sound world 
trade, to currency stability abroad, and to world 
recovery as a whole. 


A Means For Repayment of Loans 


Incidentally, also, we have provided a means for 
repayment of our loans abroad. We are offering 
foreign nations an opportunity to sell in the most 
coveted “hard currency” market. Though for the 
time being they may have relatively little to sell to 
us, their shipments to the U.S. will gain in impor- 
tance to them as they succeed in rehabilitating their 
industries. 

We, in turn, have received important concessions 
as well, though these will have no more than token 
value for some years. We have gained definite ad- 
vantages in the lowering of foreign tariffs against 
our exports, but right now—in view of the world’s 
dependence on our goods—we are in no great need 
for this sort of export assistance. In the long run, 
nevertheless, when world trade is again becoming 
highly competitive, the benefits of the concessions 
granted to us will loom much larger. 

Also, our trade delegation negotiating at Geneva 
has successfully accomplished what was perhaps its 
chief mission—the breaching of Britain’s empire 
preference system. Tariff preferences affecting a 
significant part of U.S. exports to the British Com- 
monwealth have been substantially reduced while 
a considerable number have been eliminated entirely. 
Under an agreement, no preferences can be in- 
creased, and no new preferences can be established. 
These assurances extend to all our exports including 
the products listed in the schedules of tariff conces- 
sions. This has been an important victory! 

Of less immediate value are the provisions that call 
for a ban on import quotas 








[Partial List of Tariff Rates That Go Into Effect 















































January 1, 1948 
New Rate and 
Item Old Rate Other Charges 
Beef and veal (fresh or frozen) Ib... 6 cents 3 cents 
Leather for shoes (most types)... 10 per cent Bound 
Fancy leather (non-bovine).. .. 30 per cent 15 per cent 
Whiskey (proof gallon)... . $2.50 $1.50 
Brandy (proof gallon)... .. $2.50 $1.25 
(gallon) 
bag ot ing wines valued under $6... $3.00 $2.00 
Table wine 75 cents 40 cents 
a * (96 degree) Wo. envcenen-ene 0.75 cent 0.50 cent 
from Cuba 
SS a 28 cents 15 cents, quota 
eliminat 
Ss d 40 cents 20 cents 
Rubber, natural Duty free Bound 
Rubber, synthetics —._._.......------ 20 per cent 10 per cent 
Wool, raw (Ib.), basic rate............... 34 cents 25.5 cents 
Woolens and worsted (Ib.)...................- 40 to 50 cents, 30 to 37'/2 cents, 
; plus 35 to 45 plus 25 per cent 
per cent 
Wool carpets, rugs (sq. ft.) 
Oriental and hand-made..................... . 25 cents 15 cents 
Mohair rugs 301040 percent 25 per cent 
arns 
7” og medium, and coarse................ .. 45 per cent 222 per cent 
Rayon staple fibre. 25 per cent 50 per cent 
Softwood lumber (1,000 bd. ft), 
Norway and Northern pine and 
Western white spruce........................ 50 cents duty 25 cents duty 
Wood furniture 
Chairs and parts 40 per cent 20 per cent 
Other furniture 25 per cent 122 per cent 
Portland cement (100 Ibs.).................... 4.5 cents 2.25 cents 
Bauxite (ton) $1.00 50 cents 
Aluminum, crude (Ib.)_................_ 3 cents 2 cents 
Copper (Ib. of metal contained)... 4 cents 2 cents 
Pig iron (long ton) SSR 75 cents 
Alloy steel (products valued at less 
than 32 cents a Ib., and those 
valued above 8 cents)....................... .. 8 per cent 4 per cent 
Electrical goods, generdil.......... ... 25 per cent 15 per cent 




















tern remains to be fully developed. The new agree- 
ment will not greatly affect U.S. trade next year but 
it is hoped that it will measurably aid our commerce 
by 1951 or 1952 when world trade is expected well 
on its way towards a more normal basis. 

In broad terms, we have granted tariff conces- 
sions on some 3,000 products ranging from alumi- 
num to zinc, but only in relatively few instances 
may we expect an immediate increase in imports 
from abroad. We may get more wines and brandies 
from France, more rayon from Italy, more woolens 
from England and more whiskey from Canada, but 
such imports in any (Please turn to page 318) 





and other restrictions, un- 
der certain conditions. 
Though in time these must 
be dropped, this is not an ain 
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theless an important step— 
in the long view—towards 
removal of such trade ob- 
stacles. The shorter range 
outlook, of course, in this 
respect remains affected by 
dollar shortages and the 
need for continuance of im- 
port regulations in many 
countries for the sake of 
stabilizing their economies, 
and this was well recog- 
nized by all parties con- 
cerned. 

In short, then, the ground 
work for a new and greatly 
liberalized trade pattern 
has been laid, but the pat- 
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By FREDERICK K. DODGE 


I t is apparent that investors still are 
decidedly confused in their attempts to appraise 
stock values. Despite the factual evidence of a year 
during which industrial earnings and dividends have 
exceeded all previous records, the Magazine of Wall 
Street’s Combined Average Index for 304 stocks is 
now slightly lower than twelve months ago. While 
the gain in corporate earnings has been so substan- 
tial as to invite caution, there seems to be little on 
the horizon to justify closing one’s eyes to the rela- 
tionship of more normal earnings, at least, to present 
share prices. But so general has become the lowering 
of price-earnings ratios and the converse upping of 
yields, that many investors find themselves bogged 
down in a mire of indecision. An attempt to clarify 
the picture of a few dynamic companies, accordingly, 
should be helpful to our readers. 

To define “normal earnings” admittedly leaves 
room for differences of opinion. Since VJ-Day it has 
been customary to weigh postwar potentials of this 
or that concern with average performance in prewar. 
But changes in financial status, growth factors, mar- 
kets, assets and managerial policies have rendered 
this yardstick rather tenous in the case of many con- 
cerns. Competitive positions often have undergone 
substantial alteration during the past few years, and 
the same thing may be said of balance sheets figures 
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and operating problems. Above 
all, the impact of inflationary 
forces has broadly distorted the 
significance of dollar sales in 
comparison with unit perform- 
ance, while higher break-even 
points make contrasts with 
earlier years somewhat illu- 
ssionary. 

In establishing reasonable ex- 
pectancies, therefore, it seems 
necessary to adjust one’s sights 
as far as possible forward, as 
well as to the rear, using cur- 
rent figures and performance as 
a springboard in the projection. 
As no one can say with assur- 
ance just. what the medium 
term future may bring, any 
estimates could prove erron- 
eous, but if we consider a re- 
turn to more normal conditions 
likely to prevail during the 
coming year, and discount ex- 
traordinary earnings derived 
from the current boom, some 
fairly sound conclusions may be 
reached. Provided due allow- 
ance is made for the changes 
mentioned in our previous para- 
graph, statistics of former 
years become of value in round- 
ing out the over-all picture. 
Through the assembly of this 
past evidence with current 
facts and forward thinking, 
some constructive opinions may 
be formed. For this reason we 
append two tables listing the 
ten concerns we have selected 
for discussion and including 
pertinent statistics of various 
periods for a decade past. 

Considering the fine reputations of the companies 
under review, it will be noted that the price-earnings 
ratios of all of them are currently modest, to say 
the least. The range for the entire group is from a 
high of 5.2 to a low of 2.7. Unquestionably, the de- 
flated prices for their shares reflect distrust over the 
lasting nature of current high earnings This was 
one of the determinant factors in our selection of the 
companies, for if upon analysis of fundametals and 
reasonable allowance for a return to “normal earn- 
ings,” their share prices still seem abnormal, a buy- 
ing zone for the long pull may be near at hand. 

On one of our tables, the statistics cover earnings 
and dividends at different periods, along with present 
relative figures, as well as prices and yields. The 
other table provides a basis for studying operating 
results, such as volume and profits margins, together 
with a column adjusting current sales to the value 
of the 1939 dollar. Taken in combination, these two 
tabulations should assist the reader in following our 
comments on the individual concerns. 


American Smelting & Refining Company 
This giant mining and refining company, despite 
the speculative aspects commonly attached to its 
form of enterprise, has such a long record of satis- 
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g Statistical Summary of Ten Companies with High Earnings Potentials 
Net Per Share Indicated Price- 
1936-45 1946 1947 1947 1947 Dividend Recent Earnings 1946-47 Book Value 
Average ‘ Interim Estimated Dividend Yield Price Ratio* PriceRange PerShare 
Amer. Smelt. & Ref. x)...... $3.83 $4.64 $7.28 Je6 $14.00 —*$4.16% 7.6% $55 «4.0 «12-38 $47.72 
American Woolen......._‘1.81 21.05 —«*'65Se9 —=SdS.SO.--—=«*10.00-—=—=i23«BSi«ASSCi‘“‘«‘éi‘TSSC«C«d2O G2 «O72: 
Anaconda Wire & Cable... 3.24  '7.33  =(15.39Se9? 20.00 = 12.5056 )0=0Ss80—“‘é‘d“w‘SCS.C44 66.08 
Chicago Pneumatic Tool... 3.20 5.01 9.04Se9~—H1.00,— 2.75 B84 37% -17 22.63 _ 
Firestone Tire & Rubber... 4.35 —*(13.21_~—=S7.07 Ap6—s«'14.00 4.00 -Ssi.0Ss—«<CSC*“‘ CBG ADy 76.02 
International | Paper . a. Oe Ss 50 9.79Se9 1300 4. 00 a ae 54 41 —— 59R%- 38!/> - 50. 94 
Pepperell Manufacturing 2.46 474 1489Je —14.89(a) 6.25. 56 LT 8-40 3.63 
Skelly Oil . 5.14 10.30  _(13.70Se9 «(18.00 -=Ss2.50 2.6 = SSC SCN 54. 
West Veuinie Pulp & Paper 1.67 4.93 8. 19 JI9 a) a 00 x 6 8 44 4.0  — 53%4-32'2 53. 93 
Wheeling Steel .. 4.83 625 (12.41Se9 1600 2.00 43 46 29 62-31 101.36 
(x)—AIl seme perce for 20% Stock Dividend, equivalent to a b-for-5 split December 3, 1947. 
*—Based on 1947 Estimated Earnings. Ap6—-For 6 months ended April 30. 
(a)—As reported for the 1947 fiscal year. Jeb—For 6 months ended June 30. 
Je—For fiscal year ended June 30. Se9—For 9 months ended September 30. 
JI9—For 9 months ended July 31. | 
i 

















factory earnings and dividends that its shares have 
decided investment merit. During the past decade, 
though common stockholders have received dividends 
averaging $2.4124 per share without interruption, 
the book value has substantially increased from 
$29.73 in 1938 to $47.72 per share as of June 30, 1947 
—this after full allowance for depletion and depre- 
dation (per share figures cited are adjusted to re- 
fect the recent 20% stock dividend). 

As the company produces or processes copper, 
gold, silver, zinc, lead, platinum and numerous other 
metals, all of which will continue in heavy demand 
throughout the world for a number of years, it is 
ulikely that prices will recede enough to alter the 
company’s volume potentials impressively. With cop- 
per prices up 95% since 1939 and those other metals 
also very high, it is not surprising that all-time sales 
records will be broken in the current year, if volume 
reaches $240 million as expected. Assuming that the 
dollar is now worth about 50 cents compared with 
prewar, the company’s unit sales have not expanded 
unduly, to judge from sales of earlier years. 

Through good cost controls, though, aided by 
rapidly advancing prices, operating margins of this 
company during the current year have sharply 


widened, with the result that net earnings of $14 per 
share for 1947 would seem a reasonable expectation, 
if a rather spectacular figure. At that, the margin of 
28.6% achieved during the first six months of the 
current year is not too far above the 22% for 1937. 
Granting that for one reason or another, rising costs 
in particular, American Smelting’s net earnings next 
year or thereafter are cut in half, there would still 
remain a margin of about $3 per share above total 
dividends of $4.1624 distributed in 1947. Should 
they fall even to the average level of $3.83 achieved 
in the 1936-45 period, it should be realized that the 
company has accumulated a huge working capital of 
more than $108 million as of June 30, 1947, up $20 
million in the course of a single year. As a substan- 
tial portion of this represents depletion, in time re- 
turnable to shareholders as non-taxable capital, it 
can be seen that an ample cushion exists with which 
to stabilize dividends, if the directors so choose. 
On balance, accordingly, the current yield of around 
7.6% seems fairly secure, in which event there is 
plenty of room for price appreciation in the shares, 
at least when general market conditions improve. 
It will be noted that a recent price of 55 compared 
with a 1946-47 high of 6114. (Please turn to page 320) 






























































| visikinanide Record — Sales and —- a | 
ne ee Sakae - ea —— os. Estimated 1947 _ 
1937 1941 1946 1947 Interim 1947 Sales | 
NetSales Operating NetSales Operating NetSales Operating NetSales Operating Sales Adjustedt | 
'$ Million) Margin ($ Million) Margin ($ Million) Margin ($ Million) Margin ($ Million) 
American Smelt. & Ref.......... $133.2 22.0% $141.3 25.2% $154.2 = 8.8% —$178.8Se9 —28.6% Jeb $240 = $120 
American Woolen 75.1 0.2 145.7 15.1 170.8 21.4  125.1Se9  15.8*Se9 160 80 
‘Anaconda Wire & Cable... 44.8 6.0 71.2 (126 BI 8 _81.7Se9 a eee 
Chicago Pneumatic Tool. 13.5 18.9 26.1 37.8 21.6 (24.8 ___-23.8 Se? : ___ se 
Firestone Tire & Rubber... 156.8 7.5 _ 268.1 12. 7. 5778 2 313. OJ «630318 
international Paper 1238 12. 7 2143201 287.8 17.0  301.9Se9  26.2Se9? 400 = 200 | 
|Pepperell Manufacturing ...... 39.9 70 38. 6 8.7 49.2 11.2 74.8 Je 16.1 Je 74.8 a) 37.4 
* eee 41.5 19.5 462 164 785 15.2 83.3Se9 21.3Se9 = 110 <5 
West Virginia Fale & Faper.. 31.4 10.9 475 15.0 Bac 67.2 __2e _ 63.4519 20.6519 8442 
Wheeling Steel nu 90.4032 938«GSCF_~—sNSLNSeP = 1263 
| t—1947 Sales Adjusted on the basis of the 1947 dollar is wii to '/> the 1939 dollar. 
| *—Pre-Tax Net Margin. Jl6—For 6 months ended July 31. 
| (a)—As reported for the 1947 fiscal year. JI9—For 9 months ended July 31. 
| Je—For fiscal year ended June 30. Se9—For 9 months ended September 30. 
Je6—For 6 months ended Jue 30. 
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By GEORGE L. MERTON 
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urmoil’” may seem a strange 
term to describe the state of affairs in such 
an efficiently managed and well organized 
enterprise as the oil business, yet it accu- 
rately portrays present-day conditions in a 
good many sectors of this far-flung indus- 
try, our country’s fourth-largest. Evidence 
of this is found particularly in the market- 
ing and price field, as far as the domestic 
picture is concerned. In the broader world 
picture, always a fascinating one, it is re- 
flected by the continuous struggle for oil 
resources. 

Whatever and wherever the manifesta- 
tions of turmoil, they have a common cause. 
Oil is short and the whole world wants and 
needs more oil. That is the most important 
fact facing the oil industry. Not only here 
in the United States but in every country 
of the globe, the demand for oil—already 
far above prewar levels —keeps growing 
and promises to continue to grow for years to come. 
As a prime source of energy for our industrial civili- 
zation, oil has assumed strategic importance second 
to none. The domestic and world picture are of 
course closely interwoven; but let’s discuss first 
what’s going on here at home. 


Tight Domestic Situation 


At home, as we all know, oil is becoming ex- 
tremely tight, adding to the scarcity of fuels that 
we have experienced since the end of the war. The 
outlook is tending towards more scarcity, greater 
tightness of supply rather than stability or early 
abundance. This is a far cry from the prewar ex- 
perience of periodic oversupply. Worse yet, the situ- 

ation today is hardly subject to quick or easy cor- 
rection. That will take time. 

The reason why oil is tight is not lack of supply; 
output is greater than ever. The shortages stem 

from a terrific demand in the domestic market that 
exceeds anything ever known in the peace time 
history of the country. 

The petroleum industry is currently refining more 
than 5.2 million barrels of crude oil daily, compared 
with the average of the peak war time year of 1945 
of 4.7 million barrels, and the prewar average of 3.8 
million barrels in 1941. But against this, current 
demand exceeds even that of wartime when military 
needs were tremendous, and it is barely met by to- 
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day’s vastly increased output. For the year 1947)sift fi 
total supply, including imports of some 165 millionjttese § 
barrels, will run at about 2.13 billion barrels andg#on inc 
virtually all of this will be needed to meet aggregatae av 
demand. 1% to 

The tight situation and the prospect of no early}¥ts, St 
relief raises two important questions: Will the sup-4%>sta 
ply this winter fall short of requirements, as itjly tc 
threatens to do? And: Will our economy over the basis - 
longer term be retarded by lack of oil? leman 

Throughout 1946, the oil industry waged a stiffptout - 
battle to keep pace with soaring demand. It man-]°8 day 
aged, despite handicaps, to boost output 10% over} rovid 
1946 and this achievement, it is hoped, will prevent should 
serious shortages this winter. Yet the fringes of 
demand are being met with difficulty, and temporary 
or local shortages appear unavoidable. Such short- 
ages are bound to occur under today’s conditions of | 
expansion, for it will not be possible for all elements !@2de« 
of supply and demand to fit nicely and exactly qteroic 


everywhere. qsion h 
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Getting oil out of the ground is an 
arduous and sometimes exciting job 


The 


Final Outlook Poor 


As a result, the fuel outlook for homes and auto- 
mobiles in certain sections is none too good. Gaso-|!r, n¢ 
line is already tight in the East and certain sections|@q it 
of the Middle West, and there may be something of|®!0" © 
a “drought” next Spring. An already tight supply|{r hi 


of fuel oil is to grow much worse this winter. Just|SUbsti 
cessiti 
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jw much will largely depend on the 
yeather. An abnormally cold winter will ag- 
mravate the situation. 

A variety of factors have combined to 
ensify demand for oil products, of which 
he United States is now using as much as 
e whole world did some ten years ago. 
Restoration of motor vehicle usage, large 
nilitary requirements, the high level of in- 
justrial and farm production, increased use 
iif Diesel engines and home heaters, rapidly 
nounting demand for liquefied petroleum 
”as and aviation gas all served to bolster 
werall demand enormously. A few figures 
‘readily illustrate this. 

-] During the first eight months of this 
“Fyear, 790,000 new oil furnaces were shipped 
‘for installation, or almost 500,000 more 
than in the corresponding period last year. 
fDiesel oil purchases by the railroads are 
efrunning 42% above 1946. Orders for Diesel 
bcomotives make up 92% of total loco- 
samotive orders. About 35% more trucks and 
%4% more automobiles are on the road than in 
1941, and there is fully 100% more mechanized 
quipment on the farms. What all this means in 
rms of stepped-up demand for oil is not difficult 
fo imagine; yet it is not the whole story. 

The demands for the various oil products have 
been growing at varying rates and recent events 
have conspired to accelerate the growth rate of 
products which go mainly into the generation of 
heat as compared with those used for the genera- 
tion of automotive power. Thus fuel products—fuel 
iil, kerosene and distillates—this year show an in- 
trease of some 13% in consumption as against only 
1% for gasoline. This difference is largely the result 
of an active, even extreme 







































SUPPLY AND DEMAND FOR OIL 


NEW SUPPLY 


SUPPLY MILLIONS OF BARRELS DEMAND 


1947 


The principal problem confronting the industry is 
lack of adequate transportation facilities, and their 
construction as well as others for refining, produc- 
tion and marketing, have been delayed by shortages 
of steel and electrical equipment. Scheduled expan- 
sion programs thus are behind anywhere from sev- 
eral months to several years. Particularly short are 
tank cars for transportation of liquefied petroleum 
gas and steel tubing for pipe lines, both now con- 
stituting important bottlenecks. 

The world-wide shortage of tankers, reflected on 
the Eastern seaboard by scarcity of fuel oil and 
gasoline, is however, expected to be alleviated dur- 
ing the winter by the (Please turn to page 314) 













































































































































1947Jshift from coal to oil. Against 
illionthese extraordinary consump- : ; ; : : 
andjtion increases, running 10% on Estimated Reserves and Earnings Data of Leading Oil Companies | 
gata the average but ranging from ws 
1% to 16% for principal prod- —— lta — 
2arly ucts, supply has expanded quite jon Net Per Share ° 1947 Recent pe | 
sup-Jubstantially yet it is sufficient (000 barrels) 1945 1946 1947 Dividend Price Yield | 
is itgonly to balance—on an overall $$ _______—___— - 
the basis — the 10% increase in Amerada Petroleum .....__ 350,000 — $3. 42 $5.61 $6.58 Se? $3.00 $83 3. b% _| 
lemand. Inventories are low, Barnsdall Oil _ 200,000 —-+'1.97 = 2.30 = 2.82Se9 =—s1.55 32 4S 
stiff about 80 days’ supply against Continental Oil 500,000 3.23 4.05 «5.24 Se9 - 2.50. 48 ~~ 
nan 98 days’ last year, thus cannot Creole Petroleum . 3,500,000 243 3. 13. 234Je60— 2.85 36 - 9 
overdrovide much of a cushion ee _ 6,695,000 4.98 642 4.68Je6 2.75 68 4.0 | 
vent{should demand rise further. Humble Oil __. 2,500,000 3.94 400. ... + ++3:00~+«67”~=O«45 
er ee _ 550,000 2.13 2.78 3.26Se9 1.75 27 65 | 
“aid Expansion Needed Phillips Petroleum ....... _ 650,000 459 4.60 520Se? 250 54 46 | 
i. | _eeereee 400,000 2.64 = 3.74 ~—s.77Je6 5024 
Soff The only salvation lies in ex- || Richfield Of 220,000 «74 ~~«d4«7~=S*=«*dC«CBSe ~—=Sd'«SSOSCdGSSCOD 
onts panded production and despite Shell Union Oil... .__ 746,000 ae 44 2 87Se9 a 2.25 ee ae! SS 
ctlygteroic efforts, output expan- Sinclair Oil... 650,000 (1.30 = 2.30 N71 Jeb —=*t+.00 15 67 
~ *Wsion has run into serious diffi- Shally OF 200,000 8.69 10. 30 13. 70 Se? ; a 50 94 y Fi 
culties, lack of steel being the Socony-Vacuum Oil _....._ 2,749,000 133 87 2.12 Se? 1.00 16 63 
basic handicap. Hence the in- Standard Oil (Calif.).. 3,900,000 4.27 ‘5. 5 a a: Seo 3.20 60 5.3 
dustry is still operating with Standard Oil (Indiana). 1,000,000 3.29 4.43 2.68Je6 2.00 39 5I 
ito-Jabout the same plant facilities Standard Oil (N.J.).. 9,100,000 5.64 650 5.I2Je6 4.00 74 54 _ 
aSO- for normal production that it Sun Oil (x)... 650,000 _* 70 ~ ¥ 47 i 71 Jeb aes 54 1.8 
onsjhad in 1941. Wartime expan- Texas Co... 4,050,000 4.61 = 6.32 6.97Se9 = 3.00 55 A 
, of |sion centered around facilities Tide Water Assoc. Oil. 471,344 2.57 2.93 2.71Se9 1.05 224.8 
sply for high test gasoline, rubber Union Oil (California)... 410,100 1.87 8 90 2.80 Se9 1.10 23 «4.8 
‘ust substitutes and other War ne- (x)—AIl figures adjusted for 20% Stock Dividend gania in April, 1947. 
cessities. An ambitious postwar Jeé—For 6 months ended June 30. Se9—For ? months ended September 30. 
-eTjeXpansion program is now un- 
der way. | 
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By E.K.T. 


JOHN L. LEWIS is bristling his eyebrows again, this 
time at the suggestion that price controls and 
rationing be imposed on coal. There’s no need for 
shortage, the United Mine Workers chief thunders; 
the fault, he says, is with the railroads for not pro- 
viding cars. In fact, he paints the glowing picture 
of “softening of prices” around next February. 





WASHINGTON SEES: 


Political maneuvers, and some honest differ- 
ences of opinion, were the surface fruits of the 
stop-gap aid debate which will be carried into 
the long range European Relief Plan, but there 
was a heavy overtone of concern at recent devel- 
opments in France and Italy, and at the London 
meeting of the Big Four Foreign Ministers. 


Inferences drawn by the more profound legis- 
lators are that the Soviet has set out to create a 
state of chaos and anarchy in Western Europe 
to wreck the Marshall Plan; set off a financial 
and economic disturbance in the United States; 
permit Russia to grab the vital oil fields of the 
Near East. 


They saw a plot to return conditions such as 
existed here in the early 1930's, but with Ameri- 
can Communists taking hold and working through 
leftish fringes, possibly in trade unions. 


Pointed to as suport of these theories is the 
fact that Soviet Foreign Minister V. M. Molotov 
is playing a delaying game, replete with gestures 
but little more. He wants no agreement on Ger- 
many now, can be counted upon for an early 
grandstand play to withdraw all allied troops 
from Germany, as happened in Korea. Marshall 
will oppose it; that would mean a fight on his 
part against leaving a fertile ground for com- 
munistic exploitation. Russia would have an open 
back door, funneling aid with embracement of 
communism as the price. Congress’ growing 
awareness of all this may bring some back- 
stiffening on Capitol Hill. 
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Meanwhile his analysis is this: President Truman is 
being misled by the Department of Interior; mine 
operators want the government to step in and “front 
for them” over the period of the next contract 
negotiation. With constant reiteration of the “no 
contract, no work” policy of the miners, that can 
mean but one thing: if controls are granted to the 
While House and exercised, the current contract will 
expire, after which—no coal mining. 

CONGRESS should have no difficulty distinguishing 
Americanism from Communism and Fascism from 
this point out. The “isms” have been defined in 
parallel columns by the Library of Congress, oper- 
ating under a special appropriation and have been 
made public. Distinctions among the three systems 
are laid in terms of living costs and wages, educa- 
tion, transportation, health, automobiles, radios, 
telephones and theatres. Missing, however, is an ex- 
act formula by which an individual or group may be 
brought within a classification. Meanwhile the more 
direct test, personal statements under oath, waits 
court test. 

STOCKPILING of critical materials is moving cav- 
tiously but soon will be accelerated to a pace which 
will make its impact felt upon supplies of such ma- 
terials as rubber (already beginning to reflect gov- 
ernment buying), tin, antimony, manganese and 
other items in the catalog of short supply, or un- 
available from domestic sources. Many of them are 
world market “trading commodities.” Protective in- 
ventories were suggested by the National Security 
Resources Board, indorsed by President Truman. 
Commerce Secretary W. Averell Harriman will direct 
the job, Treasury Procurement Division probably 
will do the big buying. 

BUSINESSMEN visiting Washington must bear in 
mind: don’t look for the State Department in the 
building marked “State Department,” because it’s 
housed in the “War Department Building’ which 
never was occupied by the War Department—which 
is located in the “Pentagon Building,” and, anyway, 
it’s the Department of War now. If you want the 
War Assets Administration you naturally go to the 
edifice marked “Railroad Retirement Building’—the 
Railroad Retirement Board is in Chicago! And if 
you want the Atomic Energy Commission, enter the 
building marked “U.S. Public Health Service,” the 
latter now in Chevy Chase, Md. Confusing? Yes; 
but bear in mind this is Washington! 
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Speculation is increasing in Washington that the 
Presidential hopeful generals -- MacArthur and Eisenhower -- 


will eliminate each other in the 1948 republican convention 
AA WE at Philadelphia. The grapevine has it that each is 
from early days when Eisenhower was a lieutenant colonel 


determined to block the other at the cost of burying his 
on MacArthur's staff in the Philippines. The tables now 




















It's not difference of opinion on current, 
domestic or world problems, but a bitterness that has lasted 
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own ambitions for the White House tenancy. 
Press are reversed and the former is the latter's boss but the 

intervening years have poured no oil on the troubled waters. 
Neither is an avowed candidate. But Hisenhower 
has juggled words rather than to make a flat declaration. 
An avid student of military biography, he undoubtedly has 
read Sherman's "If nominated I will not run; if elected I will not serve." But he 
hasn't adopted that language for his own. MacArthur is delaying his return to the 
United States until he finds whether he makes a good showing in the Wisconsin primary 
where friends have entered his name. There's no doubt he'll make a respectable run, 
will come back to Washington, receive a hero's plaudits not too long before the 
Philadelphia conclave. 


























MacArthur's supporters are repeating, and seeming to be parroting his words, 
that FDR gave Eisenhower all the military breaks, the men and equipment to win his side 





of the global war, while the fight in the Pacific was left to the Supreme Commander 
to work out with inadequate men and tools. That has reached Eisenhower's ears and 
it has had a rankling effect. 














Surprise in the race of generals for the Presidency may be the entry of 
Omar Bradley, eminently successful as Administrator of Veterans Affairs and with a 
tremendous backlog of GI votes to be counted upon, and soon to be installed as Chief 
of Staff. General Bradley was Hisenhower's personal choice as his successor as head 
man in the army and the current buildup appears to have real significance. 























Disclosures in the senate inquiry into the financial dealings of Maj. Gen. 
Bennett Meyers will have repercussions extending beyond the military forces. A house 
committee has taken up where the senate.probers left off, searching the record for 
reasons behind the abnormal affluence of some career military men assigned to the tasks 


of purchase and procurement. 


























It will not stop there. Congressmen are interested in the circumstance that 
many ranking officers received high-paying jobs with the wartime contractors im- 
mediately after hostilities ended. And the inquiry will extend to other branches of 
the government. Important avenue of exploration will be the switches from the huge 
lending agency, Reconstruction Finance Corporation, to banks and railroads, by key 
RFC personnel. 





























It now appears that rent control will be extended beyond its February 29 
statutory deadline. There has been nothing in the housing construction picture to 
support the earlier expectation that relief from home scarcity would be here or on its 
way by the date fixed last July. 
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Rep. Ralph A. Gamble of the congressional joint committee working on the 
problem, now favors control. Senator Joseph R. Mc Carthy, guiding spirit of the 
committee, originally strong for decontrol, now says he has an open mind on the subject. 
The Administration wants the law re-enacted, has almost solid congressional support 
of party members. 














Veterans organizations are moving slowly in presenting their demands for 
increased benefits for World War 2 GI's, may make nothing more than a pro forma presen- 
tation when the regular session convenes in January, pass up the present special 
session entirely. Wiser heads reason this is bad time to suggest huge new government 
fixed costs. 






































Expenditures for veterans stand as one of the major barriérs to lowering 
government costs. They'll stack high in the 1949 budget. It is computed that the 
current fiscal year, ending next June 30 will see a total outlay for veterans care and 
payments of 7.5 billion dollars. At the end of the shooting war, the estimate of annual 
cost was about one-third of that amount. 

















The history of veterans costs (well known to their numerous organizations 
and throwing a chilling atmosphere over their plans) is one of skyrocket movement. 
Until 1940, the entire budget for war veterans was about 600 million dollars annually; 
in 1945 it has risen to 2 billion dollars a year, had doubled by 1946, almost donked 
again in the next year, and is still heading upward. 














Republican leadership has placed the damper on basic changes in the Taft- 
Hartley Law before the next election. Some changes in language will be written in -- 
clarification, for example, of the right of labor union periodicals supported by dues 
payments to indorse or oppose candidates for election to federal offices. But it means 
Hartley's idea for a "right to work" amendment -- a drastic provision, well provided 




















general amendments, will operate under a strict gag rule. 








Confident that the results will support the majority position which gave 
birth to the Taft-Hartley Law, and also provide valuable campaign ammunition, 
the leaders are projecting a network of public forums to blanket the country in the next 
six months, reaching large and small communities. Speakers will be invited to 
explain the law, tell of its application, then sample attitude through paper ballots. 
Weighing the results in favor of the statute is the fact that the meetings will be 


staged and supervised by an organization called "Republic Open Forums". 


























part of the report submitted by the Armed Services Committee which toured the globe 
gaining background for legislation. Points include early peace with Japan and setting 
up of at least three major naval bases in that country, added financial support for 
China, encouragement of greater militarization of Greece with American trained troops. 




















Expected wintertime shortages. of fuel oil and gasoline in the eastern section 
of the country will result in re-examination of the plan to sell surplus tankers abroad. 
Departments concerned in the deals protest the agreements are binding, but congress 
thinks otherwise and has ordered transfers held up until usefulness of the ships in 
relieving the plight of eastern states has been appraised. 





























Sweeping reductions in tariffs, predicated upon the Geneva Agreements, 
have congressional republicans belatedly up in arms. The new reciprocal trade agree- 
ments slid through while sentiment was being crystallized on Capitol Hill to repeal 
the statute which makes them possible. 
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Drastic measures 
by Ottawa to 
reduce the 
Canadian dollar 
deficit may lead 
to lasting changes 
in our lucrative 
trade with the 
Dominion 


Photo by British Combine 


The Canadian Dollar Crisis 
....and its Effeet on the U.S..... 





By V. L. HOROTH 


ie anada, our biggest single customer, and 
a country with which we have had the closest politi- 
cal and economic ties, has finally succumbed to a 
U. S. dollar shortage crisis. This is something that 
every American should reflect upon. During the war 
the American and Canadian economies became more 
closely knit together than at any time before. The 
wartime cooperation strengthened both countries. 

Now the drastic measures announced last month 
in Ottawa will reverse the trend toward economic 
cooperation. They may lead to lasting changes in our 
lucrative trade with the Dominion by making the 
Canadians more self-sufficient. They will hit our 
pocketbook too. 

It is estimated that we are likely to lose as much 
as $500 million worth of business a year. Neither are 
the curbs likely to create any good will. 
American statesmanship is being criti- 
cized for not including Canada in the 
Marshall program discussions, and for 
putting Canada on the “hot spot’ as 
regards U. S. dollars. There has been 
some talk of strengthening the British 
commonwealth union. Quite naturally 
the man in the street resents the re- 
strictions on many food items and con- 
sumer goods which for practical pur- 
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poses mean the lowering of Canadian living standards. 

The question is, could the crisis have been 
avoided? It probably could have, had the pound 
sterling survived the convertibility test last August 
or had the Marshall Plan been put into effect earlier, 
and had Canada been given access to some extra 
U. S. dollars before their gold reserves got too low. 
It probably could have been avoided if, for the sake 
of creating a workable international economy, the 
United States had underwritten Canadian purchases 
here as it did once before, under the Hyde Park 
Agreement in 1941. 

As it is, Canada, which as one of the most pros- 
perous economic units in the world at present could 
have helped us to lead the world out of the present 
dilemma, is actually penalized for her dependance 
upon world trading. And this at a time 
when a vast program aiming at freer 
and expanded international trade is be- 
ing worked out in Geneva and Havana. 

The root of Canada’s difficulties lies 
in the distribution of her imports and 
exports. On one hand, nearly 80 per 
cent of Canadian imports have to be 
paid for spot cash in “hard currencies,” 
namely U. S. dollars. On the other 
hand, some 60 per cent of exports are 
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CANADA — INDUSTRIAL PRODUCTION AND 
THE VOLUME OF U. S. EXPORTS TO CANADA 
360 
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sold for “soft currencies,” pounds or French francs, 
or on credit. No such problem existed before the 
war, when the leading world currencies were freely 
convertible into one another; the surplus sterling 
were simply turned over to the Americans. 

The problem did not exist even during the war. 
Between the inflow of American capital and the re- 
ceipts of gold and other ‘“‘hard currencies” from the 
sterling area, Canada not only managed to “settle” 
her deficit with the United States, but to accumulate 
a sizeable reserve of gold and U. S. dollars. 

Why does Canada persist in exporting for “soft 
currencies” or on credit? Great Britain and the con- 
tinent are the principal outlets for Canadian agricul- 


tural products. Without them, the prosperity of the 
Canadian farmer would be endangered, thereby caus- 
ing serious repercussions on purchasing power and 
employment throughout the nation. Exports account 
normally for 20 to 25 per cent of Canada’s gross na- 
tional products as against 5 to 10 per cent for the 
United States. To help out with the economic recov- 
ery of her trading partners and to insure future 
business, Canada has extended some $1,844 million 
in foreign credits since the war. 

As to dollar deficits, they have always character- 
ized Canada’s balance of payments with the United 
States. As will be seen from the accompanying table, 
Canada has needed U. S. dollars to pay for the excess 
of imports, for dividend and interest payments to 
U. S. investors, and for freighting Canadian goods 
through U. S. territory. To reduce the deficit, Canada 
sold us her newly mined gold and returned the dol- 
lars spent in Canada by the U. S. tourists. The sig- 
nificant point is that the net deficits were relatively 
small and consequently did not tax the triangular 
exchange operations. 


Prosperity Created Deficit 


Strange as it may seem, it has been Canada’s 
unusual postwar prosperity that has been chiefly 
responsible for the growth of the deficit in her pay- 
ment with the United States from about $116 mil- 
lion in 1939 to $603 million in 1946, and to 1,000 mil- 
lion this year. Whenever Canada is prosperous, her 
purchases from the United States shoot up. The re- 
lationship between Canada’s industrial production, 
now nearly twice as high as during the 1935-39 
period, and her imports may be observed from the 
accompanying chart. 

But the high level of prosperity cannot alone ex- 
plain the rise of Canadian imports from this country 
from about $500 million in 1937-39 to the present 

annual rate of some $2,000 million. 









































There have been a number of other 

Canada’s Current Balance of International Payments with U. S influences, some abnormal and some 

(in millions of dollars) temporary. As in this country, there 

ae as an mn wi has been tremendous postponed de- 

Official Officiol Official Estimated Anticipated _, for a. ae ree renege 

PAYMENTS (debits) urable goods. Some o ese goods, 

Imports from U. S... _ 472 1119 1,378 1,950 1,500 such as automobiles, have a substan- 

Interest and dividends (net) 196 150 204 210 200 tial import content. Equally heavy has 

Freight and Pree: ani 15 54 66 60 50 been replacement demand for both in- 
Others(a) .......... 34 82 40 30 xe * ° 

ventories and capital goods. The in- 

ability of some of the countries which 

Total —714 —1,323 —1,730 2,260 1,780 normally supplied Canada with most 

RECEIPTS 'credits) of certain products (as for example 

Expos to U.S. ae ~ 1,1 a - pe i Great Britain with textiles) to re- 

aies of new go iy ~ ; © = 

Tourist and travel (net) 70 82 83 90 140 caren ay er er sea a 

ae 4 el ) ributed to the increased demand for 

American goods. 

The wartime industrialization of 

Total +598 +1,353 — — sain Canada has, strange to say, further 

DEFICIT(—} CREDIT(+) 116 + 30 603 1,100 ‘500 ene oe ne wees te 

Canada's Gold and Dollar Res 1500 1.245 450(e) Ao oe cn ecg 
eK 

a DEFICIT WAS FINANCED AS FOLLOWS: equipment, tools, and motorized trans- 

raft on Canada’s reserves of gold and U. S. $ 263 800 e) tt. At th ti h d 
Surrender of gold received from Great Britain... 150 240(e) 350(e) port. e same time, they nee 

Transfer of $ credits... 87 | ° ° more coal and petroleum products as 

Capital inflow and others ese 103 well ‘as many more semi-manufac- 

Total ae tures such as heavy chemicals and 

psaiis steel shapes. 
(e)—Estimated Apart from import payments, other 
eee. eee eee ~~ ____________' (Canadian expenditures in the United 
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States have also increased substantially: dividend 
and interest payments to U. S. investors are con- 
siderably larger than before the war because of the 
prosperity of the country. The freight bill is larger, 
and the Canadian tourist expenditures have been so 
much larger that they have offset entirely the ef- 
fect of increased expenditures of U. S. tourists in 
Canada. There have been special payments (clas- 
sified as “‘invisible’) for U. S. army equipment and 
the installation in connection with the Canol and 
the Alcan highway projects. 

At the same time, the output of gold, an impor- 
tant factor in creating U. S. dollars, has remained 
far below the prewar level of $185 million. The sale 
of new gold is expected to bring about $110 million 
this year. The flow of eapital which before and dur- 
ing the war used to be Canadawards and created 
U. S. dollars, has been reversed since the up-valua- 
tion of the Canadian dollar in the summer of 1946. 

One the one hand, the Americans are withdrawing 
their profits which were blocked during the war, and 
the Canadians are buying American capital assets, 
businesses, and factories. Both types of transactions 
are creating a shortage of American dollars and have 
been responsible for the heavy discount on the Ca- 
nadian dollar in the New York free market. While 
the sale of U. S. capital assets is no drain on the 
official Canadian gold and dollar reserves, the re- 
demption of Canadian dollar securities, which is now 
in high gear and will cover the whole twelve months, 
definitely is. 


Drain on Dollar and Gold Reserves 


The heavy deficit in the Canadian international - 


payments with the United States has resulted in a 
drain on the reserves of U.S. dollars and gold, esti- 
mated to be running at over $70 million a month. 
From the high point of about $1,500 million at the 
end of 1945, these reserves were brought to about 
$1,245 million at the end of 1946. They were esti- 
mated at about $900 million at the end of last June 
and about $500 million early in November, when long 
anticipated steps were taken to reduce the gap of 
some $1,100 million in Canada’s international trans- 
actions with the United States. These steps include: 

(1) An immediate ban on the import of about 40 
types of goods, including automobiles and refriger- 
ators, either considered non-essential or produced in 
Canada in substantial quantities; (2) quotas set at 
twice the value of average annual imports during 
the three years 1937-40 on another long list of 
articles, including textiles, leather goods, and citrous 
fruits; (3) control over capital goods imports, includ- 
ing all metals and metal products; (4) excise tax of 
25 per cent on such articles as radios, electrical ap- 
pliances, and oil burners, having a high percentage 
of parts imported from the United States, so as to 
discourage their sale. In the case of passenger cars, 
the excise tax of 10 per cent is raised to 25 per cent 
on cars valued up to $1,200, to 50 per cent on cars 
valued up to $2,000, and to 75 per cent on cars over 
$2,000; (5) a limit of $150 a year per person for 
pleasure travel in the United States, effective No- 
vember 15. 

At the same time, steps were taken to intensify 
the development of the industries exporting their 
products to the United States, principally lumber and 
paper. To stimulate gold mining, the Government an- 
nounced that it would pay a bonus of $7 an ounce 
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over the next three years for any gold produced 
over and above the output in the year ended June 
30, 1947. Finally, the Canadian Government arranged 
for a credit of $300 million from the Export-Import 
Bank in Washington. A private loan floated in Wall 
Street is also being considered. 


Can Balance be Achieved? 


Will Canada succeed in balancing her transactions 
with the United States? To understand the problem, 
we recommend that the reader consult the accom- 
panying table giving the official figures for 1939 and 
1946, our own estimate of Canada’s international 
payments for 1947, and the anticipated figures (also 
ours) for 1948. 

On the debit side, through the banning of some 
imports altogether, Canada is expected to save about 
$200 million (see table). By putting a long list of 
other import items on a quota basis. Canada expects 
to save another $150 million*. The control over cap- 
ital goods imports may save $100 to $150 million. 

On the credit side, the net tourist expenditures 
are expected to be at least $50 million larger. With 
business activity in the United States high, and the 
Canadian Government encouraging export industries, 
there should be some (Please turn to page 317) 











en 
U. S. Exports Affected by Canadian 

Import Restrictions 

(The Value of | 

1946 Imports) | 

|. PROHIBITED LIST Partial) 
Automobiles, trucks, busses $86.9 
Cameras, projectors ahs 1.6 
Radio sets 2.1 

Electric light fixtures ae a3 CO 

Toilet soap and toilet prenarations 1.8 | 
Typewriters, adding machines, registers 4.5 
Paints and varnishes...... 7.8 
Household refrigerators 1.1 
Other electric household appliances 4.4 
Nuts and preparations - 9.1 

Canned and fresh fruit (except citrus fruit) 265 | 
Meat and dairy products (most) 5.0 

Tobacco products 4 | 
Furniture and wood manufactures 6.3 
Most of paper products : 8.1 
Furs ~ zt 
Timber, boards, ties, etc. 5.9 

| I. QUOTA LIST Partial) 

Cotton textiles z $64.2 
| Rubber goods . 15.2 
| Leather goods : 2.4 
| Woolen goods , 4.3 
| Clocks, watches, notions 30.1 
| Cutlery, hardware = 37.9 
| Sporting goods, toys 39 
| Textiles made of synthetic fibers : 11.5 
Firearms, ammunition, etc. 2.1 
Citrus fruit noe 32.4 

| NOTE: The 1947 exports are about 40% higher for most of the items. | 

| } 

















*Since the restrictions pertain only to the U. S. dollar area, 
Canada is free to increase her imports from the pound sterling 
and other “soft currencies” areas. It should be a boon to 
British and Japanese textiles—if Great Britain and Japan 
can deliver. 
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Small Companies with Big Earnings 
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BUSINE 
JOY MANUFACTURING COMPANY ELLIOTT COMPANY — 
; mobile | 
BUSINESS: This concern is a leading manufacturer of mining machinery BUSINESS: For nearly half a century past, Elliott Company has been Setunil 
and equipment, specializing largely in output to serve the coal mining designing and constructing power units, in late years specializing in steam OUTLO 
industry. Shuttle cars, conveyors, compressors, electric drills, hoists and turbines, electric generators, motors, turbo-chargers and gas turbines. sale: da 
fans are included among its numerous products. Plants in Pennsylvania, Ohio and New Jersey afford ample facilities. sel 
OUTLOOK: Record breaking demand for coal has stimulated coal yen ung the he = eigen m4 pa ” agin of riggs Additio 
companies all over the world to modernize their equipment. With wage '"9 “" iy 7 . re Th pi ‘d em - hie on b Die! wl characte 
costs rising faster than in most industries, mining operations require every yet arg ing oa ? ie _ “% a na 4 y oo pe brings 
available form of up-to-date mechanical device to expand production caiere te gone . wl bt A ? ah ~ alist } preg Elli oa motive 
and to maintain satisfactory profit margins. As Joy is in an excellent me o wien ted — ae i homie met “ a ie 40% nearly | 
position to supply these needs and the quality of its products is firmly *‘Y¥P® pe on ee alee ; n oe bi wie sede _ aha \ 2 560 million 
established, the company’s sales are substantial and its profit margins he yore s . Mf es 54 P5000 he ee wn sath " fi sail es d mor rel 
well maintained. For many months past, new orders have come in ata . ee cz ye oe r se ad ° se url a > > es wo age records. 
rate that stabilizes a large backlog despite an uptrend in deliveries. Vol- 1947, ve roug ' “$14 se ‘llion waht ae ith $9.87 million f , rt peaks r 
ume for nine months ended June 30, 1947 reached an all time record f 1946 r Prenat "30 Ic “90 tego ati i haan $29 “illic and go 
of $39.3 million, on which net profits equalled $6.69 per share. Since no hone es . ra N 99 : “a : Ky ~a ce fod pettus aa d a en ape 
let up in demand for the company's products seem in sight, there is a $975 961 " ry $2 75 nite ie wie A =" — aha at Ges 
good chance that earnings will continue at a high level in the foreseeable Dividend: a by hn = ws = b re spe " table he baka to Pea 
future. Mining machinery has been mentioned by the State Department 50 = . en if oF in the ee i 7 aa Magne my 1 em ewe * 
for probable export priorities, and the domestic market indicates pro- a oe we arg di id 4 8 sve re di — ‘ eign ree i i largely 
longed activity. Acquisition of Sullivan Machinery Company and two : “ “ted Sena pin aie ee of 25. ca aan — hier Th “ai ap 
other concerns since early 1946 has increased sales potentials and made ‘'!4 rs le din sig ste wae aa . ' bi . Feld oo ease 4 k disti ' Stee 
possible operating economies. F vom eading ~ ion in the gas turbine field imparts the stock distinc FINAN 
i ; a growth potentials. $2.5 m 
FINANCES: Reported working capital of $16.4 million on June 30, 1947, FINANCES: Sharp increases in inventory values plus a slow turnover capital 
though of record proportions, should be swelled by retained earnings have induced the management to recommend a sale of 60,000 shares of ratio of 
= the company's fiscal year ended September 30. Cash dividends convertible preferred, to rank junior to 39,650 shares of outstanding $5 then, fi 
uring 1947 have totaled $2.10 per share, including a recent extra of preferred. Additionally the company has a long term bank debt of $2.25 MARK 
60 cents. The last quarterly dividend was raised to 60 cents also. million. But working capital is of peak proportions and the current ratio of: Hig 
MARKET ACTION: Recent price—37!/2 compared with a 1947 high of of 3-7 indicates a sound financial status. 
407% and a low of 25!/2. MARKET ACTION: Recent price—I936 (N. Y. Curb) compares with a 
i ) 
COMPARATIVE BALANCE SHEET ITEMS 1947 high of 24/4 end 0 low of 15%. 
Sept. 30 pa COMPARATIVE BALANCE SHEET ITEMS — 
940 1947 Change ; 
ASSETS (000 omitted) "1940 *" 4 7° Change is G 
Cash $ 200 $ 1,232 4+$ 1,032 ASSETS (000 omitted) Receiv 
Receivables, net 1,799 9,340 + 7,541 Cash $ 712 $ 2,390 +$ 1,678 Inventc 
Inventories 1,630 16,838 + 15,208 Receivables, net 1,228 3,87 + 2,642 TOTAL 
TOTAL CURRENT ASSETS... 3,629 27,410 + 23,781 Inventories 2,157 9,99 + 7,836 Plant ¢ 
Plant and equipment SER 653 10,641 + 9,988 Billings aie Cr. 4,220 +Cr. 4,220 Less de 
Less dep 260 6,614 + 6,354 TOTAL CURRENT ASSETS... 4,097 12,03 + 7,936 Net pr 
Net pro 393 4,027 + 3,634 Plant and equipment 3,171 8,200 + 5,029 Other ' 
Other assets 146 1,560 + 1,414 Less depreciation 1,353 3,888 + 2,535 TOTAL 
TOTAL ASSETS $4,168 $32,997 +$28,829 Net property 1,818 4,312 + 2,494 
Other assets 261 200 — 61 LIABIL 
LIABILITIES TOTAL ASSETS $6,176 $16,545 +$10,369 Notes 
Notes payable $ 104 $ 2,400 +$ 2,296 Accour 
Accounts payable and accruals................ 606 4,571 + 3,965 Reserv 
Reserve for taxes... i... 3,978 + 31978 LIABILITIES Other 
Other current liabilities... re os — 75 Notes payable . $ 500 4+$ 500 TOTAI 
TOTAL CURRENT LIABILITIES ... 785 10,949 + 10,164 Accounts payable and accruals... $ 947 1,893 6946 Long ¢ 
| pranap-~enllw- ~~ peal aaeeeeeeeeeeealllar W T ott See. 406 822 + _ 416 sone 
Long term debt 477 2,490 + 2,013 TOTAL CURRENT LIABILITIES 1,353 3,215 + 1,862 | Toras 
ine od ley 59 + 3896 Teenmtee eo 2,250 + 2,250 
Capital 384 67 + | 289 Capital 51263 + 2342 | Siem 
Surplus 2,522 18,176 +.15,654 — Surplus 5,817 + 3,915 Pages 
ore LIAN IVES ————- $4,188 $32,997 + $28.829 TOTAL LIABILITIES $16,545 +$10,369 (a) A 
Saaremaa — sane a | 
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MULLINS MANUFACTURING COMPANY 


BUSINESS: Company has long specialized in manufacture of enamelled 
kitchen sinks, cabinets and washing machine tubs, cabs for trucks, auto- 
mobile fenders and doors. Operations are conducted in two highly mod- 
ernized plants in Salem and Warren, Ohio. 

OUTLOOK: With prospects of home construction continuing at record 
levels for several years to come, and perhaps even longer, the up-to-date 
kitchen equipment of Mullins should experience widespread demand. 
Additionally, the company’s reputation for metal stampings of manifold 
character and its use of modern presses with ratings as high as 1200 tons, 
brings sizeable business from other manufacturers, especially in the auto- 
motive field. Through aggressive management, sales have expanded 
nearly tenfold during the past fifteen years, reaching a peak of $39 
million in 1944. As volume for nine months ended September 30, 1947, 
was reported at $27.1 million, annual sales are approaching wartime 
records. Upon completion of a proposed new $1 million plant, new volume 
peaks may be possible. Aided by a seller's market, expanding volume 
and good cost controls, Mullins’ net per share climbed to $6.57 for the 
latest nine months’ period, and despite competition they may continue 
far above prewar for some time to come. For a good many years prior 
to Pearl Harbor, earnings were rather spotty, never exceeding per 
share annually, but the company’s outlook is now exceptionally bright, 
largely dependent upon adequate supplies of steel. In respect to the 
latter, ownership of 18.6% of the company’s common sotck by Sharon 
Steel Corporation may prove advantageous. 

FINANCES: In anticipation of expanding business, Mullins borrowed 
$2.5 million on serial notes maturing through 1956, boosting working 
capital to $5.2 million as of December 31, 1947, and establishing a current 
ratio of 3.4. Through accumulated earnings of more than $3 million since 
then, further gains have been made. 


MARKET ACTION: Recent price of 24!/2 compares with a 1947 range 
of: High—27!/2, low 1434. 


COMPARATIVE BALANCE SHEET ITEMS 
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1946 Change 
ASSETS (000 omitted) 
Cash $ 912 $ 2,246 +$ 1,334 
U.S. Government Securities ccc. cose 314 ao 31 
Receivables, net 1,200 2,418 + 41,218 
Inventories 1,287 2,540 + 1,253 
TOTAL CURRENT ASSETS... pai 1399 7,518 + 4,119 
Plant and 8,774 9,269 + 495 
Less ‘see 5,222 6,026 + 804 
Net property 3,552 3,243 one 309 
Other assets 266 59 + 329 
TOTAL ASSETS $7,217 $11,356 +$ 4,139 
LIABILITIES 
Notes payable tis 200 $ 1,150 +$ 950 
Accounts payable and accruals......... 648 1,061 + 413 
Reserve for taxes 122 stein (a) — 122 
Other current liabilities. eesnee 75 o 75 
TOTAL CURRENT LIABILITIES rccceslatcu 970 2,286 + 1,316 
Long term debt 1,150 2,000 ote 850 
sor = 1,984 1,984 seni 
3,113 5,086 + 1,973 
Won TS, ya 
aE 5,232 $ 2,803 
CURRENT RATION 3.5 3 ps <a 





(a) After deducting $709,206 U.S. Tax Notes 
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MARTIN-PARRY COMPANY 


BUSINESS: Output of Martin-Parry includes a number of metal drawn 
products, such as wall panels and prefabricated ceilings, bulkheads and 
linings. Steel cabinets, humidifying vacuum cleaners and hollow metal 
doors are also produced. 
OUTLOOK: Progress of this concern since prewar has been rather spec- 
tacular. During the 1931-39 period annual sales never reached half a 
million dollars and deficits occurred in every year. During war years, vol- 
ume soared to a peak of $10.3 million and moderate profits were earned. 
Under peacetime conditions, while operations were satisfactory in fiscal 
1946, a rise in volume to an all time high of $16.8 million for the year 
ended August 31, 1947, with net earnings equal to $5.97 per share, has 
been very heartening to shareholders. To a large extent the company’s 
Rexair vacuum cleaner, with air drawn through water instead of a bag, 
has been responsible for current growth, though steel panels and walls 
are in wide demand for modern office partitions, restaurants and ships. 
Backlog orders six months ago were around $17 million. Shortage of 
materials is the chief handicap against capacity operations. The im- 
pressive growth in assets of Martin-Parry during the last 7 years is well 
shown by the appended comparative table. Scant supplies of sheet steel 
may prove a restrictive factor next year, as during 1947, but the company 
has shown ability to progress nevertheless. Net earnings of $2.69 million 
for fiscal 1947 were about 16% of volume and more than 30% of capital 
employed. 
FINANCES: Aside from purchase contracts maturing over a ten year 
period, 451,500 shares of common stock represent the sole capitalization. 
The 1947 balance sheet reveals that working capital has more than 
quadrupled since 1940 and that cash holdings alone nearly equal total 
current liabilities. 
MARKET ACTION: Recent price—20, compared with a 1947 range of: 
High—2434, low—14!/. Based upon quarterly dividends of 15 cents per 
share, plus an extra 50 cents paid in August, the current yield is about 
SA% 

COMPARATIVE BALANCE SHEET ITEMS 


















































August 31 
1940 1947 Change 
(000 omitted) 
ASSETS 
Cash $1,286 $ 3,542 +$ 2,256 
U.S. Government Securities...  ~........ 18 + 188 
Receivables, net 61 2,746 + 2,685 
Inventories 223 3,057 + 2,824 
TOTAL CURRENT |... SSeS - 1,570 9,533 + 7,943 
Plant and 1,524 3,764 + 2,240 
Less Both x 626 1,183 + — 557 
Net property 898 2,581 + 1,683 
Other assets 17 157 + 140 
TOTAL ASSETS $2,485 $12,271 +$ 9,786 
LIABILITIES 
De i $ 128 +$ 128 
Accounts payable and accruals............... 383 1,411 + 1,028 
Reserve for taxes. 180 2,04 + 1,861 
Other current liabilities... aR 345 ao 345 
TOTAL CURRENT LIABILITIES . os 563 3,925 + 3,362 
Mortgage payable 1,152 oe 901 
Reserves 100 a 100 
=— 2,492 + 1,059 
Surp 4,602 + 4,364 
TOTAL LIABILITIES .. $12,271 +$ 9,786 
WORKING CAPITAL $ 5,608 +$ 4,601 
CURRENT RATIO 2.4 — 4 
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By J. S. WILLIAMS 


jibe every businessman knows, money is 
tightening and it is becoming more expensive to bor- 
row. And as every investor knows, prices of bonds 
and preferred stocks have been weakening progres- 
sively, with a corresponding rise in yield rates. It is 
a trend that has been of no small concern recently 
to holders of senior securities. The capital market 
generally has undergone a gradual change to a lend- 
er’s market from a borrower’s market, a fact that is 
evident from a glance at every segment of the in- 
terest structure. 

The shift that has occurred, marking the first 
rise in interest rates after a twelve year downtrend, 
naturally raises the question: Where are interest 
rates now headed? Will they go higher, and how 
high? It is a question of tremendous importance not 
only to private securities holders, but to large insti- 
tutional investors such as banks and insurance com- 
panies. It is, moreover, a question with an important 
bearing on future fiscal policies. Directly and indi- 
rectly, it concerns everyone. And it is not too much 
to say that the shift from low to higher interest 
rates, and from high to lower bond and preferred 
stock prices may become one of the most profound 
and far-reaching economic changes in recent years. 

Before attempting to answer the question raised 
above, let’s first review briefly what has happened in 
the money market. It all star ted when the Treasury 
last July decided to “unpeg” interest rates on its 
short term securities. As part of the war financing 
policy, Treasury bills were pegged at 34 of one 
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percent. With the pegging abandoned, the 
rate quickly moved up and is now around 
0.91%. The rate on Treasury certificates, 
pegged at % of one percent, was freed in 
September and rapidly climbed to one per- 
cent. Recent terms of a 13-month 11 % is- 
sue are interpreted in the market as fore- 
casting a 112% rate for one-year money, 
and there is a good deal of speculation that 
the Treasury in time will let the rate go 
up as high as 114%. 


Treasury Policy 


The principal purpose of both these 
moves was to get the yield rate for short 
term Treasury securities closer to that of 
long term Treasury bonds with the idea to 
induce banks to hold on to their short term 
issues instead of selling them to the Fed- 
eral Reserve System and using the pro- 
ceeds either for purchase of higher-yield- 
ing long term bonds (thereby bringing 
bond prices up and yields down), or as a 
base for credit expansion. Basically, the 
purpose of the shift in Treasury policy was 
anti-inflationary. 

Repercussions elsewhere in the money 
market were prompt. Interest rates all 
around began to firm up. High grade cor- 
porate bonds and preferred stocks began 
to decline, ending their bull market of 
many years. 

As a result, high grade corporate bonds 
which reached a record low in the Spring 
of 1946 with an average yield of about 
2.35% now yield 2.72%. The yield on high 
grade preferred stocks is now around 4%, 
highest since mid-1944 and comparing with 
3.75% last June. Long term U. S. Government bonds 
which in April 1946 yielded about 2.08% now aver- 
age 2.31% 

The new pattern was not confined to pressure on 
the prices for bonds and preferred stocks, raising 
their yields. It also led to concessions on new securi- 
ties offered to the public as well as to mark-downs 
on outstanding seasoned issues. Thus many of the 
major long term bond offerings distributed earlier 
in the year fell to discounts of two to four points be- 
low their original offering prices, and for some of 
such issues, current prices now provide a return of 
about 3%. Investment bankers are inclined to regard 
this rate as a level at which new investment funds 
will become available. Not so long ago, there was 
no difficulty in attracting funds at 252% to 234%. 

For the corporate borrower, the change has meant 
payment of higher interest rates and for the lender 
a higher return on his money. The question as to 
where a new level of stability would be found for 
new issues of higher grade corporate obligations 
appeared to be answered at least tentatively by the 
favorable reception given to $100 million Pacific 
Telephone & Telegraph Co. 312% bonds of 1987, 
priced to yield 3.07%. This return was a full quarter 
percent better than had been offered on telephone 
financing only a few months earlier. Consolidated 
Edison Co. recently sold a bond issue to yield 2.975% 
while last June, on a similar issue, the yield was only 
2.66%. 

Even more striking was the experience in the mu- 


THE MAGAZINE OF WALL STREET 





nicip 
$1 n 
2.08‘ 
on w 
nicip 
arou 
tion, 


rates 
ment 
attr 
peric 
large 
sivel 
seer 
of ca 
sity 

More 
pros} 
abili 


bond 
the } 
the 
from 
rent! 
1946 


yielc 
Yiel 
ties 

secu. 
seve 
bonc 
twee 
and 

com: 
tern 


of a 
paid 
in 0 
men 
subs 
of ce 
of tl 
Gov 
inve 
facil 
gree 
on \ 
appl 
agai 
neec 
to s' 
vest 
gene 
mou 
mon 


is a 
alm 
hig! 
func 


DEC 





the 
und 
ites, 
d in 
per- 
0 is- 
ore- 
ney, 
that 
2 go 


nese 
hort 
t of 
a to 
erm 
ed- 
pro- 
eld- 
ring 
aS a 
the 
was 


ney 

all 
cor- 
gan 
FOF 


nds 
ring 
out 
Ligh 
A%, 
vith 
nds 
ver- 


> on 
sing’ 
uri- 
wns 
the 
‘lier 
be- 
> of 
1 of 
‘ard 
nds 
was 
.%. 
ant 
der 
; to 
for 
ons 
the 
-ific 
87, 
‘ter 
one 
ted 
5% 
nly 


nu- 


Her 





nicipal bond market. The City of Dayton, Ohio, sold 
$1 million of 214% bonds to yield the investor 
2.08%. A similar issue in July 1946 brought a price 
on which the return was only 1.37%. High grade mu- 
nicipal bonds generally as late as last June, yielded 
around 1.92%. Despite the advantage of tax exemp- 
tion, yield rates are expected to climb still further. 


Future Long Term Rate 


As to top grade corporate bonds, it is thought that 
rates around 3% will reach new strata of invest- 
ment funds, previously immobilized or awaiting more 
attractive returns before being committed for long 
periods of years. At the same time, while the era of 
large-scale refundings to take advantage of exces- 
sively cheap. money rates is clearly at an end, it 
seems hardly likely that many worthwhile projects 
of capital expenditures will be deterred by the neces- 
sity of paying 3% on money raised to finance them. 
More important considerations will be the earnings 
prospect of the borrower and the cost and avail- 
ability of equipment, materials, and labor. 

Along with the rise in corporate and municipal 
bond yields, there has been a slow upward move in 
the yield of Government bonds. For long term issues 
the rate is now about 2.31%, as earlier stated, up 
from 2.18% last Spring. Victory Loan bonds cur- 
rently yield about 2.44%, at around 101. In April 
1946, they sold above 106 and yielded about 2.12%. 

In short, there has been a turn-about in bond 
yields after an almost fourteen year downtrend. 
Yields available on the purchase of long-term securi- 
ties in the open market, excepting U. S. Government 
securities, have recovered to the highest levels in 
several years. In the course of the readjustment in 
bond prices, the abnormally narrow differentials be- 
tween yields on variously graded corporate bonds 
and governments have widened, as shown in the ac- 
companying tabulation of yields on selected long 
term securities. 

The widening of the differentials reflects the end 
of a seller’s market, in which institutional investors 
paid record prices for top grade corporate obligations 
in order to put the fresh accumulations of invest- 
ment funds to work. But at the same time, with the 
substantial additions to the indebtedness 
of corporations and the conversion of some 








Yields on Selected Long-Term Securities 


June30 June30 June30 Sept.30 Oct.31 


1945 1946 1947 1947 1947 
High grade preferred stocks 3.66% 3.46% 3.75% 3.79% 3.96% 
Baa corporate bonds............ 3.29 3.03 3.21 3.30 3.40 
Aaa corporate bonds... 2.61 2.49 2.55 2.67 2.72 
High grade mwnicipals...... 1.58 1.55 1.92 1.96 2.08 
Treasury bonds !5 years or 
more to maturity or near- 
est call date... an Mee 2.16 2.25 2.24 2.31 























114%. Back in 1933, this rate was 4% but it sub- 
sequently drifted downward and by 1935 was at 
114% where it has remained since. Now one leading 
New York Bank has announced, effective December 
15, a rise of this rate to 134,%, and others are likely 
to follow now that the ice has been broken. Should 
134,% become the general base for prime lending, 
other types of business loans on which interest rates 
range up to 6% according to risk and credit rating, 
will demand correspondingly higher rates. 


Reasons Behind the Move 


In announcing the increase, this bank explained 
that money market conditions are now the reverse 
of what they were for the past fifteen years. Quite 
succinctly, it pointed out that during that period 
there was a disproportionate increase in the money 
supply in relation to the demand for loans and in- 
vestment funds which resulted in declining interest 
rates for a long period. These relationships have now 
been reversed with the result that interest rates are 
rising in all investment and credit fields. Thus the 
rate on brokers loans has recently been advanced 
from 1% to 114%, and there have been increased 
rates on bankers acceptances. 

The hardening of the interest structure is of 
course not due alone to the change in Treasury policy 
on its short term securities that started the general 
uptrend. Another, and important factor, has been 
the unprecedented demand for capital by business 
for post-war expansion (Please turn to page 313) 








of their wartime accumulations of cash and 
Government securities into higher-priced 
inventories and costly additions to plant 
facilities, institutional investors are giving 
greater attention to risk elements and insist 
on yields large enough to permit adequate 
appropriations from income to reserves 
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against possible losses. This factor, and the 
need to meet rising operating costs, tends 
to stress the desire for higher return for in- 








vested money. Bankers, cognizant of the 
general uptrend of interest rates and of the 
mounting risk element, are loath to tie up 
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money in long term, low-interest loans. 


Bank Credit 
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As was to be expected, the trend reversal 
is also felt in the field of bank credit. For 
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SCALE FOR INDEXES EXCEPT 10 SECOND GRADE RAILS 


almost twelve years, corporations with the 
highest credit standing were able to borrow 
funds for periods of less than one year at 
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Photo by I. T. & T. 


Can LT.& I. 
Make Money? 


rope, it really is surprising that 
losses from the war were no greater 
than actually sustained. The sudden 
transformation from rags to riches 
in the matter of only half a decade 
probably explains why now the com- 
pany suddenly has become the center 
of a spirited battle for control which 
promises to reach a climax at the 
next annual meeting of stockholders. 

The outside group which has em- 
ployed counsel to direct its campaign 
for wresting the company from the 
founders will not have an easy time, 
however, for the dynamic president, 
Colonel Sosthenes Behn, knows a 
thing or two-about financial maneu- 
vering Anyone who has observed 
his tactics in keeping the company 
out of the “clutches of the bankers” 
for ten years or more, when default 
on indebtedness seemed inevitable, 
cannot fail to have respect for his 
courage and perseverance. That fact 
in itself virtually assures widespread 
public interest in the forthcoming 
contest. 


Stockholders vs, Management 


Why has the opposition group, 
headed by Mr. Clendenning Ryan; 
grandson of another famous Wall 
Street figure of bygone days, Mr. 
Thomas Fortune Ryan, launched this 
bold attack? Perhaps because the 
stakes are high and many of the 
57,000 stockholders recently have 
expressed disappointment over the 
management’s refusal to loosen treas- 
ury pursestrings following the sale 
of properties. Grumblings were heard 
at the 1947 annual meeting, when 
earnest pleas were uttered for great- 
er liberality toward stockholders. 

Potentialities represented by the 





By FRANCIS F. FULLERTON 


Wren Marshal Rommel was chasing General 
Alexander’s harassed British legions across the desert 
sands of Northern. Africa and Franco Spain’s formal 
collaboration with the Axis Powers seemed only a 
matter of days, the future of International Telephone 
& Telegraph Corporation indeed appeared bleak. So 
dismal was the prospect that few investors cared to 
risk their savings in the enterprise. 

At that time, who would have dared forecast that 
within half a dozen years or so, this same concern 
would have sold telephone properties in Spain and 
Argentina for a cool $150 million—a sum that would 
have been sufficient to retire all funded debt at par 
and still leave $8 a share on outstanding 6.4 million 
shares of common which then could have been pur- 
chased for slightly more than $1 a share? As a 
matter of interest, the debentures later redeemed 
at a premium could have been had at that same time 
for less than 25c on the dollar. 

With millions of dollars worth of telephone and 
manufacturing facilities scattered throughout Eu- 
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widely scattered properties can be 

better appreciated by an examina- 

tion of the consolidated balance 
sheet. The figures in the 1946 annual report are al- 
most startling in their simplicity. They show, for 
example, two principal items, namely cash and equiv- 
alent of almost $100 million (about $16 a share) and 
investments carried at $187.7 million (almost $30 a 
share). Claims against these items are not excessive, 
and the management’s calculation of net worth at 
$38 to $40 a share probably is not too far out of 
line. Hence, it is not difficult to imagine what might 
happen to the market value of the shares if manage- 
ment could be persuaded to liquidate or even to apply 
substantial liquid assets to dividends for stock- 
holders. 

Hope of such a course of action is slim at best. 
Colonel Behn has flatly asserted his opposition to 
any program involving either retrenchment in op- 
erations or liquidation. Moreover, he argues that dis- 
bursement of dividends is not warranted by earnings 
—or rather lack of earnings. It remains to be seen 
whether those who have felt chagrined over the 
management’s policies are sufficiently vociferous and 
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numerous to bring about Colonel Behn’s retirement. 
It goes without saying that the outcome will have 
much to do with determining the company’s future. 
This discussion is designed to help the company’s 
thousands of stockholders and others better to un- 
derstand the many confusing phases of the situation. 
Briefly, the contrasting viewpoints present a ques- 
tion for which there is no unqualified answer. It may 
be phrased somewhat as follows: Can International 
Telephone’s ample financial resources be capably em- 
ployed to produce earnings commensurate with in- 
vested capital or should a large part of these re- 
sources gradually be turned back to stockholders? 
Colonel Behn and his associates are in no mood to 
rest on their laurels or to engage in a policy of 
liquidation. He proposes to concentrate on develop- 
ment of domestic manufacturing operations, as he 
recently announced. Some further sale of foreign 
properties may be negotiated in the future to bring 
about a 75 to 80 per cent emphasis on domestic 
activities. Before the war the ratio was about 20 to 
25 per cent domestic. Management thus hopes to 
effect a reversal in the major source of revenues. 


Recent Merger Proposals 


Proposals for a merger or affiliation with Raytheon 
Manufacturing Co., and with Farnsworth Television 
& Radio Corp., which Colonel Behn discussed in some 
detail at a recent press conference, are being con- 
sidered as a means of expanding operations in elec- 
tronics. I. T. & T. officials have in view an ambitious 
program for manufacture of telephone equipment, 
radios, television sets and a broad line of household 
appliances. Colonel Behn has visions of expansion 
that would provide a worthwhile competitor for such 
companies as General Electric, Westinghouse Elec- 
tric and the like. Skeptics call such hopes visionary 
and point to the unimpressive record of the major 
domestic manufacturing unit — Federal Telephone 
and Radio Corporation. Although its war record was 
one of phenomenal growth, results since 1945 have 
been unprofitable and only with the last month or 
two have operations emerged 
from “red ink.” 

Whether or not any of the 
merger proposals finally are 
adopted certainly will have con- 
siderable bearing on earning's 
and dividends in the coming 
year. Price action of the stock 
reasonably may be expected to 
be influenced not a little by de- 


























Comparative Balance Sheet Data 
As of December 31, 
1940 1946 Change 
ASSETS (000 omitted) 
(30 T *ES e LOeaR aEVieaP $ 6,929 $ 96,393 +$89,464| 
Spanish Government Bonds............ sent 2,000 + 2,000 
RSS EE 1,841 11,010 + 9,169 
Inventories 2,417 18,683 + 16,266 
Other current assets......................- 7 as eee 7 
TOTAL CURRENT ASSETS... N94 128,086 -+116,892 
Plant and equipment... 222,970 117,830 —1!05,140 
Less depreciation een 33,787 30,536 — 3,251 
Net proces PEI 87,294 —I01,889 
Investments, etc., in Unconsol. Subs. 169,310 116,306 — 53,004 
Other Assets nent, (1673 51,234 + 39,561 
TOTAL ASSElS _. $381,360 $382,920 +$ 1,560 
LIABILITIES 
Notes payable $2,327 $ 17,483 +$15,156 
Accounts payable and accruals... 5,996 10,294 + 4,298 
Reserve for taxes 857 2,561 + 1,704 
TOTAL CURRENT LIABILITIES... 9,180 30,338 + 21,158 
Deferred liabilities 2000... 1,307 15,320 + 14,013 
ty a anc emeenieTs 2,689 4,397 + 1,708 
Pfd. Stock Subs. Consol. 8,988 7,917  — 41,071 
Long term debt 137,460 48,222 — 89,238 
Reserves 52,139 27,202 — 24,937 
Capital 127,980 127,980 ae 
17] [EO ae eo aa eee a 41,617 121,544 + 79,927 
TOTAL LIABILITIES _...... $381,360 $382,920 +§$ 1,560 
WORKING CAPITAL ........ uma § 2,014 $ 97,748 +$95,734 
CURRENT RATIO tk 1.2 4.2 + 3.0 

















velopments in this direction. 
Whether or not the expansion 
program would be pursued if a 
change in top personnal should 
occur is another imponderable, 
for it is uncertain whether 
stockholders would be asked to 
give formal approval of any 
affiliation that may be reached 
by the present management 
with one or both of the com- 
panies mentioned. All these un- a 
certainties complicate a realis- 
tic investment appraisal. 
What the outcome may be _ junc 63 

probably will remain in doubt 98 ae 
until the annual meeting next 
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May. Needless to say the result promises to have 
considerable bearings not only on the company’s 
future but also on the market for its shares and any 
current review of prospects could scarcely take into 
consideration potentialities beyond mid-1948. A lot 
could happen before then, however, and it is with 
the more immediate future as well as with the past 
that this article deals. 

Although superlatives seem out of place here, 
there is justification for describing International 
Telephone as unique. It would be difficult to find so 


INTERNATIONAL TEL. & TEL. IT 





eS a 


Funded Debt: 48,221,815 

Subsidiary Pfd: $7,916,700 
Minority Int: $4,397,136 

Shs. Capital St:° 6,399,002 - no par 
Fiscal Year: Dec. 31 


+ 


Sr i ae + 


1936 1937 1938 1939 1940 | 1941 1942 1943 1944 1945 1946 1947 
1.60 | 1.10 | 


176.|_.004 7.03 | .33 | .86 | 1.22 | 1.38 -5T | 
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*—Including December 6, 1947. 


Long Term Operating and Earnings Record 
Tele. & Radio Net Earnings 
Net Operating Gross After 
(in $ million) Sales Revenues Earnings Depre. 
For 6 months 
ended June 30, 1947.......$18.0 $l. $13.1 def$l.4 
1946... $26.8 $20.1 $26.0 def$ .5 
1945... 95.2 17.0 33.7 12.8 
1944... 109.9 36.7 50.9 15.5 
1943... 73.0 34.4 44.7 14.4 
1942... 17.8 shear | Fe 4 34.0 9.8 
1941. 5.4 28.0 29.4 7.6 
1940... N.A. 25.4 27.1 a9 
1939... 59.4 31.6 31.7 11.3 
1938... 64.2 34.2 60.6 17.7 
1937... 62:3 32.7 63.6 20.5 
Ten-Year Average 
1937-1946 _... $59.3(a) $29.1 $40.1 $11.7 
Four-Year Average 
1937-1940 ... .. $68.6 b) $31.0 $45.8 $14.3 
(a)—Nine Year Average, 1940 is omitted. 
(b)—Three Year Average, 1940 is omitted. 


the other hand, reputable 
investment counsel or- 
ganizations have consist- 
ently advised clients to 


Fixed Net Net avoid it. Some investors 


Charges Income PerShare Price Range are impressed with its 


potentialities from an 


$1.4 def$3.1 def$.49 = '17%4- %*!1 analysis of published rec- 


ve — —- tga ords, whole others profess 


8.4 7.0 109 20-11% to be frightened over 
8.5 5.6 89 16%- 6! large foreign interests, 
75 = a f° Wi some of which are behind 
7.7 ef .2 ef.0 e- I\/4 e é6s = 
7.8 02 def.004  43%4- 134 the so-called “iron cui 
say tain” or are precariously 
8.4 2.8 45 95%4- 3% . 
10.6 6.9 1.08 1156- 5! close to the Soviet sphere 
9.8 10.2 1.60 15%_- 4 of influence. 


Moreover, personalities 


$7.8 $3.2 $.49 3 - 1% play an important part in 


appraising the outlook 


$9.2 $5.0 $.78 15Ip- 13; for this company, whose 


history is so inevtricably 
interwoven with that of 
Colonel Behn’s career. It 














would be difficult to find 





another company so large 


large a concern on which such diametrically opposed as I. T. & T., whose affairs have been as completely 
opinions are expressed. Evidence of this divergence dominated by a single individual. In fact, whether 
in views is to be found in the fact that the stock fell this condition is wholly beneficial is a question on 
precipitately from a high of $149 in 1929 to less which there also is a strong divergence of opinion. 
than $3 a share on the New York Stock Exchange With all due respect to Colonel Behn’s genius in sav- 
by 1932 and rose from $1.50 in 1942 to $33 a share ing his company from threatened disaster in the 


only three years later. 


1930’s, and again as recently as 1941, some critics 


As astute a judge of securities as Bernard M. wonder whether more satisfactory results might not 
Baruch is generally understood to have been an in- have been achieved since V-J Day if policies had been 
fluential stockholder in the early days of the war and _ directed by an industrialist who could have avoided 
to have sold a block of his stock around its 1945 _ serious labor troubles and developed more satisfac- 
high in connection with a contribution to charity. On tory sources of raw materials. 


The fact that an outside group 








Western Hemisphere: 
Argentina 
ENN ee erat ee a he Se 
Chile . 
Peru .. com 
Cuba . 
Porto Rico 
Mexico ...... 


Total Western Hemisphere 


Asia: 


Shanghai, China 


Europe: 
Spain 
Romani ...... 
Total Europe 


Total Tel. and Radiotelephone oper. sub. 


| Manufacturing and Sales Subs.: 
| United States 

Other (mainly Europe)... 
Total Manufacturing and Sales Subs. 


Cable and radiotelegraph oper. subs... 
Management and Service Subsidiaries: 
oe eee 
United States ............. 
Total Management and Service Subs... 
Subsidiary owning buildings in N. Y. C. 
Subs. in U.S., major assets of which consist 
of Receivables from subs. in Continental 
Europe .. 


0. UE | C) | \ a ne ane re 





Telephone and radiotelephone oper. subs.: 


Investments in and Receivables from Subsidiaries 


December 31, 1940 


$90,911,198 
6,382,639 
22,052,834 
4,137,206 
10,241,171 
2,083,949 
10,415,930 


146,224,927 
2,054,382 


50,079,939 
11,871,390 
61,951,329 


210,230,638 


52,399,197 
52,399,197 


28,309,766 


11,824,379 
108,471 


11,932,850 
8,133,922 


2,601,167 
$313,607,540 


7o 
28.99%, 
2.04 
7.03 
1,32 
3.27 
.66 
3.32 


46.63 
65 


15.97 
3.79 
19.76 


67.04 


16.71 
16.71 


9.03 


3.77 
.03 


3.80 
2:59 


83 
100.00% 


feels sufficiently interested to un- 
dertake a proxy battle for con- 
Scien et ves trol where 6,399,002 shares are 
: outstanding in the hands of 57,000 


° 

$2,482,465 ue stockholders is evidence in itself, 
8,136,951 4.33 however, that some well informed 
mete pod capitalists feel that the venture 
10258653 5.47 may yield profits. That the stakes 
4,230,192 2.25 are large may be seen from an ex- 
13,317,429 7.10 amination of some of the chief 
67,565,780 36.00 items among numerous assets. 
2,473,268 = 1.32 Large Assets 


Of foremost importance are in- 
vestments in and receivables from 
subsidiaries. These were valued at 


AA 37-0 the end of last year at $187.7 mil- 

lion. Current assets, including 
e71aze81 30.44 || about 96 million cash, approxi- 
78,903,199 42.03 mated $128 million, while Spanish 


Government dollar bonds, only ex- 
ternal indebtedness of that coun- 
try, were carried at $35.7 million, 


26,354,838 14.04 


4,269,250 2.27 of which $2 million were due within 
4,269,250 2.27 a year. Here are assets having a 
8,147,312 4.34 value of something more than $300 


million, against which there were 
claims prior to the common shares 

Os Lene of only about $64 million. After set- 
$187,713,647 100.00%, ting aside proper reserves, one may 














—————] calculate (Please turn to page 316) 
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Spotlighting 
The MOVIE 
Industry 








By C. F. MORGAN 


Bien of shares in moving picture concerns 
during the current year have watched a substantial down- 
trend in prices with some emotion. Adverse factors one after 
another seem to have singled out this industry for a target 
ever since the start of 1947. As a result, the Magazine of Wall 
Street’s Index of Amusement Stocks tumbled to its low point 
since 1945 on November 29, establishing a level of 97.5, 
compared with the year’s high of 146, and 218.6 as a top for 
last year. Clearly the time has come to appraise the reasons 
for the pessimism evidenced, along with 1948 potentials, in 
order to clarify the situation. 

Looking back to 1946, it is not altogether surprising that 
conditions in this industry produced record breaking profits 
for most of the major concerns. But since practically all fac- 
tors last year contributed abnormally to establish peak reve- 
nues and earnings, they could hardly have been expected to 
continue so encouraging during 1947. A good many years may 
elapse before lush profits equal to those of 1946 may recur. 


Basic Factors for Changed Outlook 


Last year the going was altogether too smooth to last, for 
with few consumer goods available and substantial wartime 
savings to draw upon, movie goers at home and abroad poured 
into the picture shows regardless of the quality or price of 
the entertainment. Under such circumstances, per share 
earnings of most movie concerns climbed rather spectacularly. 

Early in 1947, however, it began to be apparent that the 
public was losing some of its postwar fervor for luxuries and 
even such modest self gratifications as movie attendance. 
Despite an impressive uptrend in the national income and 
employment, budgetary considerations and an ampler supply 
of consumer goods left fewer funds for amusements. Addi- 
tionally, the harder working income earners desiring relaxa- 
tion no longer were willing to take time away from home to 
see expensive films of relatively poor quality. In other words, 
the public has become increasingly discriminatory at a time 
when many of the movie producers were forced to bring out 
new offerings filmed during the rather careless days of the 
preceding year. 

For one reason or another, the average weekly gross intake 
of U. S. moving picture theaters is reported to have dropped 
to around $14,000 in May, 1947 compared with $22,000 in 
January, a decline of approximately 32%. More recently, the 
Treasury tax figures reveal a dip in income from that source 
of about $4 million for September, 1947, compared with 
September 1946. The tax receipts, however, indicate that 
while movie revenues have continued in a slight decline since 
midyear, they have almost levelled off. For seasonal reasons 
it is possible that the trend will soon turn moderately upward. 
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Photo by R.K.O. 
The future trend is away from costly “super colos- ° 
sals’” and to more hard headed operation of the 
motion picture business, with fewer “extravaganzas.” 












As many of the leading producers distribute their 
first run films on a percentage basis of theater reve- 
nues, usually around 20% of gross, it can be envis- 
aged that the drop in ticket receipts importantly 
affected their own gross sales. More serious than this 
decline in receipts, however, has been a sharp in- 
crease in operating costs for the producers during 
the current year, thus exposing profit margins to a 
double squeeze. The lavish salaries and wages char- 
acteristic of the motion picture industry usually 
account for about 85% of total costs, and in late 
years, tremendous sums have been paid for book and 
story rights. Due to unusually free spending policies 
all along the line in 1946, the producers now find 
cost cutting a very difficult problem, for the top 
notch performers are in a strong position to ask 
more rather than less for their services. 


Need To Cut Costs 


In the face of these difficulties, the larger produc- 
ing units in the industry during 1947 have been try- 
ing in many ways to lower their operating costs 
through radical economies. With 38 new pictures in 
process in the studios, original appropriations for 
their production have been severely cut in many 
cases. Where it had been planned to spend as much 
as $6 million on Joan of Lorraine, starring Ingrid 
Bergman, for example, it is said that the outlay has 
been cut to $3.5 million and the shooting time cut 
in half. In a similar fashion many other productions 
are having their costs cut down to more realistic 
dimensions than formerly proposed, and widespread 
lay-offs of writers, technicians and film editors have 
sent chills to Hollywood circles. For the first time in 
many years it looks as if picture producers were get- 
ting really hard headed and determined at last to 
operate their business with an eye on costs rather 
than on prospective bonanzas. 

One major weak spot common among picture pro- 
ducers has been the long time required before films 
can be released. For months at a time, an army of 
highly paid actors and technicians have been kept at 
work in the studios while scene after scene has been 
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halted or repeated in the effort to perfect every inch 
of the film. With operating costs of a single picture 
sometimes amounting to at least $50,000 per hour, 
this has been very expensive indeed. 

As a corrective, the large motion picture concerns 
are shifting their policies to emphasize more critical 
editing of the films at the script level, thus cutting 
down shooting time substantially. Additionally, 
Twentieth Century-Fox has installed air condition- 
ing on its stages to avoid long delays hitherto in- 
volved while the unbearably hot premises were cooled 
off. Some of the big companies also have become less 
profligate in their spending by avoiding distant loca- 
tions in filming their pictures. Travel expenses often 
have been immense, just to secure the right local 
flavor. And while some of the extravaganza scenes 
will continue to be used as formerly in major pic- 
tures, probably their over-all costs will be reduced. 
A reputed outlay of $250,000 for the fire of London 
scene in “Forever Amber’’ illustrates how consider- 
able expense could be saved without seriously impair- 
ing appeal. 

Despite all the constructive steps now being taken 
to alleviate the operating problems of the motion 
picture industry, the potential loss of many foreign 
markets now looms up discouragingly. The action 
taken by the British Government in August to levy 
an ad valorem tax of 75% upon American films fell 
with lightning impact upon the industry. It seems 
that total domestic revenues in 1946 just about cov- 
ered the over-all production costs of the industry, 
while its $125 million net earnings almost exactly 
represented profits derived from foreign markets. As 
$68 million of this net came from British contracts, 
its possible partial loss provided warrantable grounds 
for worry. 


The British Problem 


The American industry promptly met the chal- 
lenge by declaring a boycott of the British market 
and it now remains to be seen what the final outcome 
will be. As the British producers cannot possibly 
supply enough films for their movie houses, they are 
faced with a prospect of widespread closings and con- 
sequent unemployment. Furthermore, the British tax 
collectors garner about $175 million annually from 
the films as it is. To lose this revenue would be a 
serious matter for the hard pressed Labor Govern- 
ment. Apart from that, American pictures are im- 
mensely popular with the British public. In view of 
all this, it appears probable that some compromise 
will be reached within a few months, but at best the 
terms may not be on the bright side for the Ameri- 
can picture producers, for Britain’s dollar shortage 
= bs the determining factor of any compromise 
solution. 


As if the dismal British prospects were not enough 
to harry this traditionally happy-go-lucky industry, 
other foreign nations have also come out with re- 
strictions against the importation of American films. 
Argentina, for example, has clamped down tight 
upon the apportionment of American dollars to pay 
for film rentals, and Australia has temporarily re- 
duced funds for this purpose by 33 3%. That other 
dollar-shy foreign nations will fall in line with sim- 
ilar restrictions is a disheartening potential that 
cannot be overlooked, for not only questions of for- 
eign exchange but heightened local competition as 
well enter the picture. 
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In numerous Latin-American countries 
new motion picture producers are cropping 
up, and in the European area many con- 
cerns have become strongly established in 
the field. Though few of these competitors 
have the resources or desire to emulate the 
more important American productions, they 
have a decided advantage in the employment 
of native languages. While our Hollywood 
stars have an army of fans all over the 
world, and musical production can be en- 
joyed by people everywhere, the enforced 
use of brief explanatory phrases in local lan- 
guages on the screen is a serious handicap. 


Other Unfavorable Aspects 


To complete the gloomy aspects of the 
current situation in the motion picture in- 
dustry, a year-old jurisdictional strike has 
hampered producers considerably in current 
year operations. They have recently been 
forced to purge themselves of Communist 
employees, and now they are facing a Fed- 
eral suit on anti-trust charges. The latter are di- 
rected primarily at the “block booking” system and 
whatever decisions are reached are not likely to have 
much effect upon earnings potentials of the com- 
panies involved. The strike problems and divestment 
of “Commies,” too, are transitory problems of no 
vital importance. 

Despite all these trials and handicaps, it appears 
nevertheless that the high place won by the motion 
picture industry is in no serious danger over the 
longer term. In good times and bad, theater attend- 
ance in this field has always shown exceptional sta- 
bility, and while for a time some 80 million rather 
than 100 million movie fans may contribute to the 
industry’s domestic revenues, this forms an inter- 
esting base for proper exploitation. As matters stand 
at present, the better integrated concerns like Loews 
and RKO, with strings of theaters, are better sit- 
uated to stand the loss of considerable foreign busi- 
ness than are some of the independents who lean 
more heavily upon film rentals alone. 

During 1947, the British contracts remain in full 
force, but with the advent of next year the outcome 
of this controversy may influence net earnings of 
the larger film exporters adversely, perhaps by as 
much as 30% in some cases. On the other hand, the 
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Photo by Republic Pics. 


Despite reduced outlays, shorter “shooting” time and all-around tight- 
ening on expenses, Hollywood can be relied upon to continue to produce 
impressive pictures—with no serious impairment of worldwide appeal 


motion picture industry never in its long history was 
as strongly fortified with working capital as now, 
and debt retirement and refinancing of senior securi- 
ties at low rates has been very impressive. Hence 
ample financial ammunition is available if the in- 
dustry decides to tackle a major readjustment of 
operating policies, as now seems inevitable. 


The Silver Lining 


In a broad manner it appears possible that the 
cloud now hanging over the industry may have a 
silver lining, for seldom has a major industry had 
such an opportunity to achieve substantial cost sav- 
ings and at the same time to improve the basic qual- 
ity of its products. As long as the national income 
remains around current high levels, it is certain that 
the portion of disposable funds at present flowing 
into the coffers of the movie houses will remain fairly 
stable. And according to recent surveys, attendance 
at movie houses would expand substantially if the 
price of tickets was slightly reduced and more ap- 
pealing programs instituted. 

It may well be that periods like the present one 
when nearly forty crime pictures are simultaneously 
shown in U. S. theaters (Please turn to page 313) 

















































































































Statistical Summary of Leading Motion Picture Companies 
Net Pes Conn Shove : ——Dividend Divi- Price- 
1936-39 1942-45 1946 1947 1947 Indicated dend Earnings Recent 1946-47 
Highest Avge. FiscalYear Interim Estimated 1946 1947‘ Yield* Ratiof Price __—PriceRange 
Columbia Rictules nn eae $2.82 $5.22 $5.33 Je $5.33'a) $1.00(x) $1.00(x) 7. 1% 2.6 $14 36%4-13'2 
Loew's ... fen ae Shoecieretaeicoe eee 2.82 ~—-2.65 3.66 3.12(b) 3.00 __150 I 50 7.5 6.7 20 41 -19 
Paramount Pictures = 99 2.19 5.27 3.63 Se? 4.50 ___ 1.65 2.00 9.1 4.9 22 3952-2058 
Radio-Keith-Orpheum .. ‘ 139 3.17 -(1.76Se9 ~=-2:50 901.20 sd Ny 28YQ-1 0a 
Republic Pictures a i Sp eR = 29 40(c) 325940 N] Nil a 17%- 4 
Twentieth-Century-Fox =» wie 5.50 7.91 3.65Se9 4.80 4.00 3.00 12.0 5.2 25 637/9-24V/4 
Universal Pictures nn. «49048532 2.38JI9 = 3.20 2.00 2.00—“*12.5 5.0 16 49% 15/4 
VV Civi@r 1EFOI@IS: cons .74 Ll 2.62  2.60My? 3.50 1.122 _ roo ChE 39 —_13Q _ 23%4-13% 
*—Based on Indicated 1947 Dividend. (x) —Plus 2'2% Stock. 
t+—Based on Estimated 1947 Net. Je—For fiscal year ended June 30, 1947. 
(a)—As reported for the 1947 fiscal year. My9—For 9 months ended May 31. 
(b)—For 40 weeks ended June 5, 1947. JI9—For 9 months ended July 31. 
(c)—For 48 weeks ended October 26, 1946. Se9—For 9 months ended September 30. 
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Merry Christmas 


No matter how uncertain stock 
market prospects may otherwise 
be, this column must refuse to 
take a gloomy view for the imme- 
diate year-end season — specifi- 
cally the period from one week 
before Christmas through the 
first week of the New Year. The 
odds strongly favor a rally at this 
time. The chances have been tech- 
nically improved by the recent 
further sell-off. If we wanted to 
sell some stock — for other than 
the purpose of establishing short- 
term losses for tax-reduction — 
we would hold off until January. 
If we wanted to try for a trading 
rally, we would buy normally 
volatile stocks which have re- 
cently been under especially heavy 
tax-selling pressure. Suitable is- 
sues are Allied Stores, Eastern 
Airlines, Paramount, Philip Mor- 
ris and U. S. Rubber. Don’t get 
married to any of them. We are 


5‘ 
4 > 


# 
? 
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thinking of merely a Christmas 
party, maybe right merry. 


Utilities 


As this is written, public utility 
stocks, although still under pres- 
sure, have for about ten days 
been reflecting the best invest- 
ment support encountered since 
their active decline began in 
October. Operating utility stocks 
are down to an average yield 
basis of roughly 534%. It was only 
a little over 3% at the 1946 bull- 
market high, and has been less 
than 4% during much of 1947. 
It seems to us that utility stocks 
have gone a very long way toward 
discounting both the tightening 
of the long-term money market 
and the investment implications 
of heavy new financing for ex- 
pansion of facilities. After all, it 
is a favorable thing that present 
and prospective demand are such 
as to require expansion of capac- 








Burlington Mills 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Cessna Aircraft 


Central Aguirre Associates ................... 





Cuban American Sugar 





Dresser Industries 





Goebel Brewing 





Macy, R. H 





Nash-Kelvinator 


Merganthaler Linotype 2.0... 





United Paperboard 


1947 1946 
Year Sept. 27 $6.48 $3.47 
Year July 31 2.83 if 
Year Sept. 30 53 42 
Year Sept. 30 6.13 2.11 
Year Oct. 31 3.81 .74 
9 mos. Sept. 30 77 45 
13 wks. Nov. 1 2.03 1.55 
Year Sept. 30 5.54 1.76 
Year Sept. 30 4.17 59 
24 wks. Nov. 15 3.27 1.48 
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ity. Moreover, unlike the situa- 
tion in competitive industries, 
there is virtually no risk that the 
added investment will be unprofit- 
able. We would not sell good 
utility stocks at present prices. 
At average yields of 6% or more 
they could be considered in a 
bargain-zone for long-term invest- 
ment. 


Going Up 


No matter what the posted 
price for’ crude oil is, some re- 
finers will pay a premium over 
that price to get the oil as long 
as there is a tight supply condi- 
tion, a strong demand for refined 
petroleum products and a profit- 
able spread between refiners’ sell- 
ing prices and the price of crude. 
Sun Oil merely recognized the 
condition when it recently upped 
its bid for crude by 50 cents a 
barrel. Several big companies 
have reluctantly followed, sug- 
gesting that the rise probably 
will spread through the industry. 
As it will not induce larger pro- 
duction, it tends to bolster the 
Administration’s argument for 
restoring Government controls. 
The oil price situation could be 
stabilized if several of the biggest 
companies, topped by Standard of 
New Jersey, would go along on 
the crude price boost but rigidly 
hold the line on refined prices. If 
their margins were squeezed, re- 
finers would stop paying premi- 
ums for crude. But in that case 
the decisions which put on the 
presure would be said to have 
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been dictated by ulterior motives 
for monopolistic purposes. This 
column has no idea how it will 
come out, except that it obviously 
cannot hurt the crude oil pro- 
ducers. Their profits were already 
fancy. They now will become more 
$0. 


Whither? 


Over the four prewar years 
1936-1939 the Dow-Jones indus- 
trial average was priced at an 
average of 16.6 times average 
earnings of $9.17 a share appli- 
cable to it. The earnings for 1947 
are estimated at about $18 a 
share. If we regard half of that, 
or $9, as normal and price it at 
the prewar time-earnings ratio of 
16.6, we get a theoretical level of 
152 for the average. If we count 
the other $9 as non-recurrent 
profit and accord it a ratio of two 
times earnings, we add 18 points 
to the average, for a theoretical 
level of about 170. However, long 
term postwar corporate earning's 
ought to average at least a third 
to a half over prewar or, say, $12 
to $14 a share on the Dow aver- 
age. Valued at 15 times, the lower 
of these guesses would call for 
180 in the average, the higher for 
210. It is all very interesting, we 
hope, to market philosophers. But 
before the war people did not ap- 
preciate that 1936-1939 earnings 
were “normal.” The _ outlook 
seemed hopeful to them at times, 
dark or “fraught with uncer- 
tainty” at other times. So the 
Dow average, with ill regard for 
both statistics and_ theories, 
ranged as high as 194.4 and as 
low as 99.0. The writer has two 
opinions. (1) The market level is 
not low, on a medium-term or 
longer-term perspective; and (2) 
extremely conservative  price- 
earnings ratios will continue to 
prevail until earnings have a sub- 
stantial decline. 


Television 


Sales of television receivers — 


representing mainly _ television 
added to standard radios and 
radio - phonographs — _ reached 


about 175,000 sets for 1947, aver- 
aging about $400 each in cost, for 
a dollar volume around $70 mil- 
lion. By last October the produc- 
tion was at an annual rate of over 
280,000 sets. Opinion in the trade 
is that 1948 sales probably will 
run over 500,000 units, for a dollar 
volume of some $200 million. Tele- 
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vision is no longer “around the 
corner,” and no longer small pota- 
toes. But neither is it big busi- 
ness. Relatively high price for the 
receivers is a handicap. So is the 
limited number of _ television 
broadcasting stations. So is the 
fact that televised entertainment 
is still a relatively crude art, with 
its own unique difficulties. Tele- 
vision is not an industry, but an 
adjunct of radio-electronics. All 
of the speculative opportunities 
(and risks) in it are diluted ones 
— that is, in securities of com- 
panies doing something in tele- 
vision but also in a number of 
other things. Subject to those 
qualifications, Phileo probably 
roe as the No. 1 company in the 
eld. 


Oil Equipment 


Expansion of the oil industry 
benefits a number of lines, most 
of which are not wholly or even 
mainly dependent on such busi- 
ness. The so-called oil-equipment 
industry, selling mainly but not 
exclusively to the oil trade, is a 
relatively small industry. Its 
prospect is brighter than in many 
years. Stocks ranking as _ oil- 
equipments include Byron Jack- 
son, National Supply and Parkers- 
burg Rig & Reel. They have be- 
haved better than the general 
market for some time. If that is 
faint praise, we remind you that 
no stock groups have been ex- 
actly going to town in recent 
months and weeks. 


Carbide 


Union Carbide & Carbon has 
arranged for $150 million of 
financing, for expansion of facili- 
ties, with three insurance com- 
panies, on the basis of 20-year 
promisory notes at an interest 
charge of only 2.7% a year. This 


is an advantageous deal, reflect- 
ing the high credit standing of 
the company. There is no doubt 
that Union Carbide will net far 
more than a 2.7% profit on the 
new facilities to be built. Hence, 
the undertaking should be con- 
sidered favorable to the common 
stockholders. Carbide spent about 
$50 million on plant betterment 
and expansion in 1946, and about 
$90 million for similar purposes 
in the current year — all of it out 
of internal funds. In the general 
market decline the stock recently 
sagged below 100 for the first 
time in some months. It is around 
97, as this is written. For one of 
the finest chemical equities, earn- 
ing at a rate of $8 a year or bet- 
ter and paying dividends at a $4 
rate, that is definitely a reason- 
able price. 


Textiles 


The textile outlook is strong, 
especially in rayons and cottons. 
This does not preclude short ad- 
justments, influenced by waves of 
inventory expansion and retrench- 
ment on the part of apparel 
manufacturers and retailers. Evi- 
dently an over-supply of rayon, 
in any basic sense, is out of the 
picture for a long time to come, 
despite the large expansion in 
producing capacity in_ recent 
years. In cotton textiles there has 
been no net expansion. The total 
number of spindles in use is con- 
siderably less than it was some 
years ago. Formerly an industry 
with excess capacity, the reverse 
is now true. The change is due 
to years of attribution on the one 
hand, and to huge growth in 
population and consumer income 
in recent years on the other hand. 
United Merchants & Manufac- 
turers is one of the best situated 
cotton textile makers. Burlington 

(Please turn to page 318) 






































DECLINES SHOWN IN RECENT EARNINGS REPORTS | 

1947 1946 | 

Birmingham Electric ........0.0.0000000000............... 12 mos, Oct. 31 $ 1.64 $ 1.78 | 
Brewing Corp. of America... Year Sept. 30. 12.01 14.42 
Brillo Mfg. ot 9 mos. Sept. 30 .97 1.69 
City Stores ...... 9 mos. Oct. 31 1.71 2.10 
Froedtert Grain & Malting....... Oct. 31 quarter .26 35 
Goodall-Sanford 13 wks. Sept. 30 .20 1.14 
Longines-Wittnaver Watch |... 6 mos. Sept. 30 1.09 1.24 
Montgomery Wate 2... ccscecceeeeencee . 9mos. Oct. 31 5.27 5.86 
Phillips Packing 220000000 ee 6 mos, Sept. 30 .54 2.88 
Radio-Keith-Orpheum 9 mos. Sept. 27 1.76 2.59 
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The Personal Service Department of THE MaGazINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


| eel 


envelope. 


envelope. 


a f& WwW 


- Give all necessary facts, but be brief. 
- Confine your requests to three listed securities at reasonable intervals. 
- No inquiry will be answered which does not enclose stamped, self-addressed 


- No inquiry will be answered which is mailed in our postpaid reply 


- Special rates upon request for those requiring additional service. 





Seeks 4% Yield and Safety 
In Preferred Stocks 


“T was all set to purchase 500 shares 
of General Motors 3% % preferred stock 
along with 300 shares of U. S. Steel $7 
preferred until I read ‘For Profit and In- 
come’ in your issue of November 22nd. 
There it said that preferred stocks were 
only relatively safe and that maximum 
safety and liquidity could be had only 
by holdings of short term obligations of 
the highest grade. The income from my 
proposed purchases would have been 
roughly $4000 annually. What high- 
grade obligations would you recommend 
that would yield about the same amount 
annually? I wanted preferred stocks be- 
cause I felt that during the course of a 
business cycle or two that they would de- 
cline less than common stocks. What do 
you advise in this case? I am only inter- 
ested in a moderate annual return—I do 
not want to make money—I only want 
an income on which to live. What stocks 
or bonds would give me the maximum 
of safety along with a good return? 
Thank you for your reply.” 

C. M., New York, N. Y. 


The bond and preferred stock 
market has been declining for 
months in line with the harden- 
ing of interest rates and this 
movement does not appear to be 
completed at this time. Therefore, 
we recommend placing your funds 
temporarily in short term govern- 
ment issues, as these are subject 
to the least fluctuation. The yield 
will be small but your principal 
will be preserved. When the mar- 
ket for high grade issues reaches 
a lower level and stabilizes, then 
new purchases are recommended. 
To achieve maximum of safety 
and satisfactory income yield, a 
well balanced portfolio is advised, 
consisting of high grade bonds, in- 
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cluding governments, some good 
preferred stocks and a diversified 
list of common stocks, represent- 
ing sound companies in basic in- 
dustries. Absolute security and 
4% yield is difficult of attainment, 
particularly in these unstable 
times. The two preferred stocks 
you contemplate purchasing are 
attractive but concentration of all 
your capital of almost $100,000 in 
two stocks, no matter how meri- 
torious, is not a sound or prudent 
policy. Diversification of risk is 
best and no more than 10% of 
ones capital should be invested in 
any one issue. When the time is 
propitious, the following non-call- 
able preferred issues appear at- 
tractive. American Can $7 pre- 
ferred, Eastman Kodak $6.00, Na- 
tional Lead $7 Class A preferred, 
U. S. Steel $7 preferred, Union 
Pacific 4% non-cumulative pre- 
ferred and General Motors 334.% 
preferred. Another attractive 
short term investment is Consoli- 
dated Edison $5.00 cumulative 
preferred. This issue was slated 
for a refunding, but on account of 
uncertain market conditions, this 
has been deferred and as the is- 
sue can only be redeemed 30 
days after interest date, the next 
earliest date will be May 1st. As 
the stock is currently selling at 
call price of approximately 105, 
the yield is about 444% annually 
and the risk of price fluctuations 
is at a minimum. Of course, the 
brokerage commission must be 
charged against income on this 
short term purchase. 
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We are presenting to new and 
renewing subscribers a gift book 
commemorating our 40th Anni- 
versary. This book should be 
mailed out in about a month and 
it is entitled, ‘“Selecting Securities 
for 1948 into 1950.” It will present 
various portfolios, particularly 
one for a conservative investor. 
We have placed your name on our 
list to receive this free book. 


Sutherland Paper Company — 

“Please advise on growth prospects of 
Southerland Paper ompany.” 

A. G., Pittsburgh, Pa. 

Business was incorporated in 
1917 as Sanitary Carton Co. with 
a capital of $10,000. Title of 
Sutherland Paper Co. was adopted 
in 1918. From this small begin- 
ning, company has grown to pres- 
ent capital and surplus of approx- 
imately $12,000,000. For fiscal 
year ended December 31, 1946, 
sales amounted to $19,729,535 and 
net profit was $1,610,636, equal to 
$4.68 per share as compared to 
net profit of $609,002.00, equal to 
$2.12 per share for 1945. For the 
9 months to September 30, 1947, 
net profit amounted to $1,754,610, 
equal to $5.10 per common share. 

Dividend payments this year 
have totalled $2.50 per share, com- 
pared with $1.75 per share paid 
in 1946. 

Sutherland is one of the 
world’s leading producers of 
paperboard containers used prin- 
cipally by the food industry. Com- 
pany is adding to faciilties by 
erecting a new mill that will cost 
$2,000,000. When completed, sales 
are expected to approximate be- 
tween $25,000,000 and $35,000,- 
000 per year under normal condi- 
tions, according to the president. 

This company has made re- 
markable progress and future 
ga prospects continue favor- 
able. 


American Molasses Company 
“As I am interested primarily in in- 
come, please advise dividend outlook for 
American Molasses Co. for 1948.” 
E. S., Seattle, Wash. 


American Molasses Co. and sub- 
(Please turn to page 318) 
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Keeping Adbreast of Judustriial 


« and Company News - 





As 1947 comes to an end, widespread notes of optimism as to business prospects 
for 1948 are appearing. With strong indications that the coming year will witness no 
business recession, many industrialists are girding themselves to handle another 
year of record sales. 


According to company estimates, 1947 volume of International Harvester 
Company will come close to $740 million, an all time record. Prospects of a still 
larger turnover next year are shown by a proposed issue of around $100 million con- 
vertible debentures to provide additional working capital for the anticipated greater 
activity. 





While this same outstanding manufacturer courageously lowered most of its 
prices last March as an anti-inflationary effort, steadily rising costs of materials 
have forced him reluctantly to boost prices now by an average of about 5%. For some 
items the price tags have been marked up nearly 20%. 


For the second time this year, E. I. du Pont de Nemours & Company has raised 
prices for rayon filament and staple yarns, in this instance by 10%. This indicates 
rather clearly that the current tight supply of these items will continue to force 
capacity operations during the foreseeable future. 








Chain store operators expect sales to increase moderately in 1948, or at 
least to hold close to present levels. Charles R. Walgreen, Jr., president of Walgreen 
Drug Stores, sees good business ahead, but cautions that rising costs may keep on 
squeezing profit margins. 





Dollar sales in the first quarter of 1948 should about equal those of last 
year, in the opinion of Robert D. Stecker, vice president of Spiegel, Inc., but this 
executive thinks it is possible that unit sales may decline by about 15%. 





In a New York City address, Wilfred Sykes, president of the Inland Steel 
company, assured his hearers that the present hampering shortage of steel supplies 
would end before the close of 1948. If right, he bolsters hopes for increased 
production by numerous makers of durables. 








In completing its 100th anniversary during 1947, Allis-Chalmers Manu- 
facturing Co. points with pride to its contribution to American industrial progress. 
Back in Civil War days, Mr. Allis had 75 employees and annual volume was $31,000. 
Today, the firm's pay checks go to more than 30,000 workers and billings exceed $160 
million annually. Congratulations! 





By the end of next year, American Viscose Corporation expects to have in- 
creased the capacity of its big Meadville, Pa. plant by as much as 40%, all for greater 
production of acetate rayon. Upon completion, the company's floor space will then 
cover about 32 acres. 
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Soon after VJ-Day Johns-Manville Corporation embarked upon a $50 million 





expansion program that now appears well warranted. The company thinks it quite 
possible that during 1948 new construction may reach the $15 billion mark, not to 
mention another $5 billion for repairs, and it will be in good position to get its full 
share of orders. 


How television may expand or stabilize operations of the radio industry 
is pointed out by the Crosley Division of AVCO Mfg. Co. This source predicts that 
television receiver sales in 1948 will amount to $250 million based upon production 
of 600,000 units, boosting total volume of radio makers to $1 billion for the first 
time in history. 





Purchase of Empire Steel Corporation by the Studebaker Corporation for a 
reported $7.43 million may increase production of the automobile concern from its 
present 20,000 monthly unit volume to 25,000. Studebaker has announced that this step 
toward better integration will be entirely financed with surplus earnings. 








"Other income "reported by Union Pacific Railroad for 10 months ended October, 
aside from transportation figures, totaled over $17 million, mainly representing 
revenues from oil. This equalled about $8 per share on UP common, or more than twice 
fixed charges for 1947. Income of this kind rose nearly $7.2 million over the showing 
last year, while fixed charges declined in a single year froma level of $10 million in 
1946 to around $6.8 million in the current year. 





Because of unsatisfactory market conditions, Monsanto Chemical Company 
has postponed its expected offering of 250,000 shares of preference stock, Series B. 
The company had hoped to raise $25 million by this sale of stock with a 4% dividend rate, 
but evidently is in a good position to bide its time. 





Shareholders in R. H. Macy & Company received a pleasant surprise recently 
in getting a quarterly report of earnings for the first time, especially as net per 
Share rose to $2.03 for 13 weeks ended November 1, against $1.55 for 1946. Addition- 
ally, Macy provided an interesting history of its growth. 





Investors worrying over the frequently discussed surplus facilities of the 
aluminum industry should note with interest a recent announcement by the Aluminum 
Company of America. ALCOA is experiencing such an excessive demand for sheets that 
it has stopped taking orders until early next year. Wherever possible, fabricators 
short of steel are turning to the white metal. 





Though output of carpets in 1947 gained 30% compared with a year ago, the 
industry is far from catching up with demand, according to Merrill K. Watson, president 
of the Carpet Institute. He says that the entire 68 million yards produced in the 
current year will barely service the 850,000 new homes built in 1947, let alone the old 
units. 








After two years of hard work, the Buick division of General Motors Corpora- 
tion has at last completed its huge modernization and expansion program. 17 new 
buildings have been constructed and more than 2 million square feet of floor space have 
been added. Largest of the new buildings is a sheet metal plant for stamping and fin- 
ishing hoods, fenders and other items. 





It is reported that Chile supplied us with about half a million tons of much 
need iron ore during 1947. Now the first integrated steel plant in that country is 
to be built at a cost of more than $5 million. Koppers Company of Pittsburgh have been 
chosen to construct and manage the new enterprise. 
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SUMMARY 
MONEY AND CREDIT—Stocks reactionary on tax selling 


and communist agitation abroad. Stocks break on Milan 
exchange. Interest rates continue to harden, with resulting 
sag in bonds and preferred stocks. Foreign government 
dollar bonds at new four-year low. Canadian dollar drops 
to lowest price since 1943. Italy devalues the lira. Reserve 
banks support U. S. Government bonds as insurance com- 
panies turn from Government securities to higher yielding 
corporate issues and mortgages. Consumer credit not at an 
alarmingly high ratio to sales. 

















LG 


TRADE—Department store sales 10% above last year in 
closing week of November; but dress manufacturers’ sales 
run below last year, especially in lower price groups. 


INDUSTRY—Business activity surges to new all-time high. 
Civilian non-agricultural employment in early November 
greatest on record, with unemployment lowest since August, 
1945. Commerce Department expects boom to continue next 
year, barring disruptive developments abroad. Oil industry 
— next year may be more than double the total reported 
or 1946. Distillers, on Government urging, may prolong 
production holiday. 


COMMODITIES—Prices soar to new heights: then react 
mildly on favorable weather reports from the corn belt and 
expectations that farmers will offer grains more freely after 
January 1. 
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The Nation’s physical volume of Business Activity ex- 
panded more than 3%, during the closing fortnight of No- 
vember, to a new all-time high. Margin of increase over last 
year has widened temporarily to something over 11%, 
owing to closing of coal mines and curtailment of steel oper- 
ations a year ago while the miners walked out on vacation. 


7x * * 


Backlog of Unfilled Orders on the books of durable 
goods manufacturers at the end of September was 7%, 
larger in dollar total than a year earlier. 


* * * 


The Chase National Bank estimates that net earnings of 
30 representative Oil companies this year will average $6 
per share of common stock, compared with only $3.69 last 
year, $2.77 in 1945 and $1.96 in the 1935-44 decade. They 
should earn even more next year with the 25% boost in crude 
oil price that has just become effective. Mid-continent crude, 
36-gravity, now brings $2.65 a barrel, against the 1927-46 
average of only $1.11. The industry is now engaged in a 
$13 billion expansion program throughout the world. 


* * * 


On the other hand, Dress Manufacturers’ Sales, ac- 
cording to the Dress Manufacturers Association, are running 
below last year in both unit and dollar volume. Demand 


(Please turn to the following page) 
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= 
| Inflation Factors 
{ 
| Latest Previous Pre- i 
1] Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK Bu 
Date Month Month Ago —_—_ Harbor a 
IN 
MILITARY EXPENDITURES—Sb (e) | Nov. 1.04 1.19 1.51 1.55 (Continued from page 309) | 
Cumulative from Mid-1940___ Nov. 361.6 360.6 346.0 13.8 for lower priced dresses is being curtailed by the , 
FEDERAL GROSS DEBT—$b Dec. 3 257.9 258.2 262.0 55.2 | Squeeze of rising food costs upon sub-average in- ~ 
ae comes. Higher priced lines have suffered less. : 
MONEY SUPPLY: ss * | 
Demand Deposits—94 Centers Nov. 26 48.0 47.6 46.8 26.1 Department Store Sales in the week ended 
Currency in Circulati Dec. 3 28.8 28.7 28.9 10.7 Nov. 29 were 10% ahead of the like period last El 
; BANK DEBITS—13-Week Avge year in dollar volume, compared with gains of like _— 
: New York City—$b Nov. 26 1.74 7.59 7.29 4.26 | Proportion for four weeks and 8% for the year to 5 
i 93 Other Centers—$b Nov. 26 12.12 11.90 12.74 7.60 | date. At New York City sales were off 1%, com- { 
t pared with an exceptionally heavy volume last year PE 
PERSONAL INCOMES—Sb (cd3) | Sept. 210.3 1949 178.5 102.0 following settlement of the trucking and parcels 
Salaries and Wages_______| Sept. 126.1 124.3 114.6 66.2 ; : : = | 
Proprietors’ Incomes _| Sept. 48.2 45.9 39.5 22.8 delivery strikes. Largest increase for the week, 38%, | 
Interest and Dividends Sept. 14.8 14.3 13.3 10.0 was reported from Houston. The greatest decline, a 
Transfer Payments __________| Sept. 21.2 10.4 1. 3.0 6%, was among the west side stores of Los Angeles. LU 
(INCOME FROM AGRICULTURE) | Sept. 22.8 21.8 16.5 10.1 * * & | 
Much ill-informed apprehension has been occa- $1 
geen prem cae (eb) = = Pa yo p sioned by announcement that Consumer Short- 
gricultural Employmen | NOV. : oe F : F ee 
Employees, Manufacturing (Ib) | Oct. 15.8 15.8 15.1 13.8 Term Debt reached a new all-time high of $11.4 ER 
Employees, Government (Ib)____|_ Oct. 5.4 5.4 5.5 4.8 billion on Sept. 30. Alarmists overlook the reassur- 
UNEMPLOYMENT—m (cb) Nov. 1.6 17 1.9 3.8 ing qualification that this was only 6.9% of the vs 
annual rate of consumer expenditures, compared M 
FACTORY EMPLOYMENT (1b4) Oct. 157 157 150 147 : . : 
Durable Goods Oct. 18! 180 174 175 with 11.8% at the previous peak in Sept., 1941, and 
Non-Durable Goods —_| Oct. 138 139 130 123 9.7% at the Dec., 1929, peak. 
FACTORY PAYROLLS (1b4) Sept. 337 323 290 198 * * * 
The Administration's proposals for Monetary 
FACTORY HOURS & WAGES (1b) Controls to counter the inflationary influence of = 
Weekly Hours — ms bs nt ce huge shipments to Europe include not only rein- - 
Hourly Wage (cents) wi , ; : : statement of consumer credit curbs, but also an in- De 
Weekly Wage ($)_—__________|_ Sept. 50.42 49.21 45.39 31.79 (1 
crease in Bank Reserve Requirements. As to the be 
PRICES—Wholesale (1b2) Nov. 29 159.8 159.2 139.1 92.2 latter, the Federal Reserve Board points out that Pe 
Retail (cdib) Aug. 181.4 179.7 159.8 116.2 little could be accomplished by raising reserve re- = 
COST OF LIVING (1b3) Sept. 163.8 160.3 145.9 110.2 quirements at central reserve cities; since most of 
Read Sept. 203.5 196.5 174.1 113.1 the post-war credit expansion has been in other . 
Clothing Sept. 187.6 185.9 165.9 113.8 sections of the country. 3 
Rent Sept. 113.6 111.2 108.8 107.8 ee ey = 
Actually, the F. R. B. already has authority to 
RETAIL TRADE—S$b discourage credit expansion; but hesitates to act ’ 
Retail Store a a a pen 9.33 8.91 4.72 | least the resulting rise in Interest Rates may lead 
Durable Goods eee ee | oe 239 2.21 1.92 1.14 : i “te 
to an unwelcome increase in cost of servicing the 1 
Non-Durable Goods ____.| Oct. 7.64 7.12 6.99 3.58 : : / 
Dep't Store Sales (mrb) Oc. 0.88 0.84 0.82 0.40 public debt. Efforts to curb credit expansion by 
Retail Sales Credit, End Mo. (rb2)_| Oct. 5.41 5.12 3.88 5.46 | raising reserve requirements would meet defeat; be- 
cause the banks would sell their Government securi- 
er eeceeteniaarontd Total S ties, which the reserve banks would have to buy as 
New Orders (cd2)—Tote = -_ -” a cn a price support measure, thereby replenishing com- | 
Derable Goods ______| Sept. 287 260 254 221 . 
Noa-Durable Goods _____| Sept. 2380214212 a 
Shipments (ed2)—Total _______| Sept. _ te ~~ oi As always happens in boom times, expandin 
Durable Goods ____| Sept. 332 301.— 259223 ee eciiometie: 
Mes Mishle Goods Sept. 300 269 227 158 demand for loans to provide additional capital 
needed to carry more costly inventories and to 
BUSINESS INVENTORIES, End Mo. finance heavy outlays for plant and equipment, 
i ——o (cd) ~ a es soe 4 continues to lift interest rates which are only another 
anufacturers’ ept. . A R ; . - 
Te Sept. 69 68 5.0 43 name for the vais of Credit. wane rates on 
Retailers’ Sept. 10.0 9.5 8.5 72 90-day bankers’ acceptances, for instance, have a 
Dept. Store Stocks (mrb)_______| Sept. 2.2 2.0 2.1 1.4 just been raised another ¥/g, to 1!/g%. It looks small, DE 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—I—pe Nov. 29 166.9 1638 151.1 141.8 | but actually bri on tae dias aia 
(M. W. S.)—I—np Nov. 29 ms ee ee ae | rere eee 
that has taken place since early July, 1946. 
INDUSTRIAL PROD.—1—np (rb) | Oct. 189 186 182 174 + Sr 8 
Mining Oct. 154 153 145 133 The Treasury's latest issue of 91-day bills was 
Durable Goods, | SEs Oct. 222 218 214 141 k t d t f 931° Th 
Non-Durable Goods, ‘Mfr,.______} Oct. 173 171 168 141 marketed at an average rate of 0.931%. The pre- 
vious week’ 0.912%. Stiffening inter- 
CARLOADINGS—t—Total Nov. 29 792 903 661 833 eet aeons : ans her as 
Manufactures & Miscellaneous Nov. 29 368 415 356 379 est rates on short-term borrowing are causing Debt 
— ExG.:E — _ yo — ye Service Costs to creep upward. 
rain ov. * * «# 
ELEC. POWER Output (Kw.H.Jm | Nov.29 4,983 5,180 4,448 «(3,267 Aeceenage Venera eet eth on: ex eta ae 
in Septemb 2.128% —0.19 b Sept., 
SOFT COAL, Prod. (st) m Nov. 29 121133 — ae Ce /o a ewe: Gm 
Cunsities ham ten. i. ..__| Nev: 9 563 551 488 446 1946. Rates still have a long way to go, though, 
Stocks, End Mo Oct. 50.3 48.4 54.9 61.8 before reaching the pre-war average of 2.583% 
PETROLEUM—(bbis.) m for June, 1940. The Public Debt then, however, 
ee —————— a a a - Pa Pn was only $43 billion, against $258 billion at present 
ine ov. 
Fuel Oil Stocks Nov. 29 57 57 58 94 writing. 
Heating Oil Stocks Nov. 29 62 63 68 55 =e 1S 
- a But interest rates on private borrowing are rising 
W teedic bed to. Tak = a ” Ss ar a Be a faster than Federal short-term yields. For this reason, 
Insurance Companies are adding more corporate 
STEEL INGOT PROD. (st.) m Nov. 7.25 7560 866.95 = 4.96 | , , 
pi a Ms Mle 114 70.2 60.8 14.7 issues and fewer Governments to their portfolios. 
During the first 9 months of the current year, the 
ENGINEERING CONSTRUCTION ° - 
AWARDS—$m (en) Dec. 4 214 117 105 94 purchased 20% more corporates and 68% more 
Cumulative from Jan. |__| Dec. 4 5,370 5,156 4,926 5,692 mortgages, but 65% fewer Governments, than in 
MISCELLANEOUS the like period last year. 
Paperboard, New Orders (st)t..........;. Nov. 29 172 166 154 165 * * *® 
Pneumatic Casings Production—m__| Sept. 7.9 12 7.2 4.0 Sagging prices for high grade corporate bonds 
Whiskey Production (tax gals.) m_...| Aug. 9.7 72 8.5 11.8 iia hat d | 
Do., Domestic Sales... = Aug. 43 3.4 49 8.1 and preterred stocks have caused several corpora- 
Do., Stocks, End Month... |, Aug. 475 47\ 379 506 tions recently to postpone New Financing. 
Machine Tool Shipments—$m.........! Oct. 27.6 22.3 29.1 76.4 os £ ¢ 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—I100), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. |I—S lly adjusted Index (1935-9—100). Ib—Labor Bureau. !b2—Labor Bureau 
(1926—100). !b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. po— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of ——— 1947 Indexes ——————. |_ (Nov. 14, 1936, Cl.—100) High Low Nov.29 Dec. 6 
Issues (1925 Close—100) High Low Nov.29 Dec. 6 100 HIGH PRICED STOCKS. 89.87 72.58 81.61 79.90 
304 COMBINED AVERAGE____ 148.8 —s111.5—-'127.4—Ss«(123.8 100 LOW PRICED STOCKS____ 183.14 124.35 143.03 137.59 
4 Agricultural Implements __ 206.6 143.4 194.4 190.0 6 Investment Trusts 62.8 48.3 58.8 57.5 
Wt Aircraft (1927 Cl—100)__ 167.1 108.2 134.5 130.8 3 Liquor (1927Cl—100)___._ 933.6 592.1 766.1 738.5 
6 Air Lines (1934 Cl—100)_ 636.9 410.3 430.3 410.3d 8 Machinery ____>_———sWO“G.4 123.1 147.3 143.5 
6 Amusement __.__—ss—«d'46.0 89.4 97.5 89.4b 3 Mail Order 129.5 84.2 102.3 97.4 
14 Automobile Accessories __._ 237.4 161.9 198.5 191.4 3 Meat Packing ___>>—sWXWC"CWWZ1 84.9 102.1 103.0 
11 Aut bil 42.8 30.8 37.6 -. 36.4 13 Metals, non-Ferrous 196.7 137.4 147.9 139.8 
3 Baking (1926 Cl—100)_.._._ 24.1 17.6 18.5 17.6b 3 Paper 44.1 31.3 39.9 38.4 
3 Business Machines ______._ 301.6 230.8 262.3 246.8 23 Petroleum 215.5 172.2 203.5 200.9 
2 Bus Lines (1926 Cl—100)__._ 175.0 116.1 149.8 148.1 20 Public Utilities 134.4 99.9 102.5 99.9b 
4 Chemicals — «261.6 223.8 248.6 238.1 5 Radio (1927 Cl—100)_.__.__ 23.2 16.1 19.9 19.6 
2 Cool Mining ao (AO 14.0 15.3 15.3 8 Railroad Equipment 80.6 55.8 59.1 57.8 
4 Communication ______._ 58.3 40.6 45.6 43.7 23 Railroads 27.2 17.0 19.7 19.3 
'3 Construction: 6S 48.0 62.6 61.9 3 Realty 32.9 20.4 23.4 20.4b 
7 Gontainer: | SHES 291.4 315.8 313.8 2 Shipbuilding ewe | 87.4 106.7 101.6 
8 Copper & Brass... «1:39 90.9 102.5 97.3 i 462.9 518.4 487.1 
2 Dairy Products. S97 54.3 57.0 54.3b i> Steel & lea. OE 90.7 109.5 106.5 
5 Department Stores_....__._. 78.6 55.6 61.5 58.6 3 Sugar 68.2 51.4 53.1 56.1 
5 Drugs & Toilet Articles. 223.2 149.4 163.5 159.8 2 Sulphur 253.8 211.0 236.8 236.3 
2 Finance Compani 257.1 203.3 225.4 217.7 3 Textiles 143.6 93.8 132.0 127.9 
7 Food Brands. «a: 902=4 155.2 170.7 165.4 3 Tires & Rubber_______——s— 41.4 28.8 31.3 30.3 
2 food siores TED 63.6 68.7 65.0 6 Tobacco 87.4 65.2 69.0 66.8 
3 Furniture 94.3 66.1 81.9 77.7 2 Variety Stores _______ 342.5 289.1 311.4 311.4 
3 Gold Mining. Es«é2924=.7 712.5 756.8 712.5d 19 Unclassified (1946 Cl—I00) 108.5 83.7 100.1 96.0 








New LOW since: b—1945; c—1944; d—1943. 
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will be self-correcting under the natural law of supply and 
demand, It has already begun to work out that way in the 
instance of several commodities. Cocoa, for instance, is now 
down 10 cents from its 44-cents-a-pound peak under increased 
offerings from producing countries who are beginning to 
wonder if dollar shortages may not reduce other foreign de- 
mands to below earlier expectations. Similar considerations 


Commodity prices soared to new post-war altitudes during 
the past fortnight: then reacted moderately on profit taking by 
speculators in the absence of heavy Government purchases. 
The reaction in grains was accentuated by reports of more 
moisture in the corn belt and expectations that farmers, who 
have been holding back to save on 1947 taxes, would market 
more freely after the year end. Eventually the price advance 


are causing hide prices to soften under expanding shipments 
from the Argentine. A slower acting control is the effect of 
prices upon production. The rice crop this year, for example, 
is so large that growers are beginning to wonder where they 
can sell it all. The 1947-8 raw sugar output is now estimated at 
33.5 million short tons, against last season's 31.9 million. On 
the other hand, no end is yet in sight of shortages in such items 
as meat, butter and eggs. Long staple cotton is also expected 
to be in short supply, owing to an inadequate carryover, despite 
the recent estimate of a somewhat larger than previously ex- 
pected crop. The New York Cotton Exchange has boosted 
margin requirements on transactions in cotton futures selling 
above 34 cents a pound. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. IiMo. 3.Mo. 6\Mo. 1 Yr. Dec.6 
Dec.6 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities 352.6 356.6 347.5 313.2 299.9 298.0 156.9 
11 Imported Commodities_ 306.6 316.1 313.5 279.6 271.0 286.8 157.5 
17 Domestic Commodities___ 386.1 385.6 371.5 337.0 320.2 305.5 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 





, 1947 1946 1945 1943 1941 1939 1938 1937 
High ........ 160.9 128.8 95.8 92.9 85.7 783 65.8 93.8 
Low ~ 1264 95.8 93.6 89.3 743 61.6 57.5 64.7 
312 


Date 2Wk. I'Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Dec.6 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture — 407.2 399.9 391.0 385.0 349.6 311.9 163.9 
12 Foodstuffs 441.3 449.5 433.2 387.0 359.8 360.4 169.2 
16 Raw Industrials 292.2 294.1 290.5 266.5 261.3 258.2 148.2 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
Bligh: 222205 175.65 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
Low 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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“Continuing Higher Trend 
In Interest Rates? 





(Continued from page 297 ) 


and to provide additional working 
funds because of higher-priced 
inventories, higher costs, prices 
and wages generally. In short, in- 
terest rates have been reacting to 
agrowing demand for money, and 
rates are apt to adjust themselves 
to one another. The gap between 
Government bonds and corporate 
bonds is widening; the spread be- 
tween long term and short term 
Treasury rates is narrowing. Thus 
anew pattern is developing. 


Significant Trend Reversal 


Its significance lies in the fact 
that there has been a reversal in 
the long range trend. While such 
ashift in the long run may mean 
still higher interest rates, it would 
be erroneous to expect any fur- 
ther marked increase in the fore- 
seeable future. The more immed- 
iate outlook does not indicate 
more than a further moderate 
hardening of rates as previously 
indicated. Money is still too plenti- 
ful and the public debt too high 
for anything more than that to 
develop. While the Government 
has modified its cheap money pol- 
icy, it has far from abandoned it. 
It simply cannot afford it, in view 
if the debt service burden. 


By buying in the open market, 
the Federal Reserve System 
stands ready to keep Government 
securities from falling below par 
wv rising above coupon rates of 
yield. Banks, insurance companies 
and private investors are thus 
given protection against losses in 
the value of Federal securities 
they hold. And since the general 
kvel of interest rates is keyed to 
Hates paid by the Government, 
this system will tend to keep the 
entire pattern of securities prices 
ind yield more or less in line. 





The workings of this system 
have been aptly illustrated in re- 
rent weeks. With the Treasury 
bond market characterized by ab- 
kence of demand and in order to 
maintain orderly market condi- 
tions, the Federal Reserve System 
made purchases of $220 million in 
the three weeks ended November 
26. That effectively supported the 
market in Government bonds but 
ts collateral effect was that it 
klso added to the supply of credit. 
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In other words it was inflationary 
at a time when the general cry is 
to halt inflation. This may appear 
absurd in view of the Govern- 
ment’s anti-inflation policy, yet 
there is another side of the 
picture. 


Were a really serious decline in 
Government bonds to take place, 
we would face all sorts of eco- 
nomic upsets, so huge is the pub- 
lic debt and so great are the 
public’s holdings of Government 
bonds. Also the Treasury prefers 
to hold down yields so that it can 
refund without material increase 
in debt-carrying charges. To off- 
set all this, in the inflation—de- 
flation equation, the Treasury 
relies on its policy of retiring 
some of its bank-held debt. Seem- 
ingly it means undoing with one 
hand the deflationary effect of the 
action of the other. 


Thus Treasury policy as forced 
by circumstances constitutes a 
powerful factor that argues for 
no sharp rise in the interest 
structure in the foreseeable fu- 
ture. While such a rise might be 
welcomed by lenders, for the sake 
of better return, its disadvantages 
might considerably outweigh this 
consideration. For any sharp rise 
in interest rates were bound to 
reduce the value of billions of 
securities already held by inves- 
tors and might moreover seriously 
endanger the financial structure 
of the banking system which 
holds an enormous amount of 
Government securities. 


Adjustment Under Way — 


These, then, are the factors 
that may be expected to keep in- 
terest rates down. They are now 
getting adjusted on a level con- 
siderably higher than that pre- 
vailing in recent years, but by 
any pre-depression standard 
money is to stay relatively cheap. 


The adjustment now going on, 
in all likelihood, has not yet run 
its full course. Bond and preferred 
stock prices may decline some- 
what more, further raising yield 
rates. Even at current prices, 
yields have become a good deal 
more attractive for the investor. 
Both in bonds and _ preferred 
stocks, opportunities exist for the 
placement of investment funds at 
a rate of return that substantially 
exceeds that available for many 
years past. In short, good grade 
senior securities are rapidly 
getting into an attractive buying 
range. 





Spotlighting 
The Movie Industry 





(Continued from page 303) 


or multi-million dollar spectacles 
are featured, may gradually give 
way to more constructive and 
much simpler films. By such a 
process there should be ample 
room for stabilizing the profits of 
the industry even if it had to de- 
pend largely upon domestic busi- 
ness. In any event this seems like 
the goal that Hollywood must 
now aim at. 


Will Take Time 


That some time will be required 
to accomplish the radical adjust- 
ments now on the horizon goes 
without saying. For one thing, the 
industry’s practice of amortizing 
the entire cost of its most expen- 
sive pictures within the space of 
a single year must be reckoned 
with. During the current year 
this factor has undoubtedly con- 
tributed to the downtrend in in- 
terim earings, for it is the high 
cost pictures of 1946 that are now 
being charged against operating 
income. Despite widespread ef- 
forts during 1947 to implement 
cost savings programs, relatively 
high cost pictures now in pro- 
duction will in turn have to be 
amortized in 1948. 


Probably not until late next 
year could all measures taken to 
reduce production costs be re- 
flected in wider profit margins. 
While net earnings of many of 
the big concerns may continue to 
lag during the interim period, it 
is a reasonable expectation that 
over the longer term they may be 
restored to more satisfactory 
levels. Managements who can 
view with assurance the results of 
their new policies are unlikely to 
cut dividends to any appreciable 
extent during the readjustment 
period. This should be remembered 
in appraising the current price 
status of movie shares, though 
none of the discouraging factors 
should be overlooked. 


In the appended table, we pre- 
sent statistics of eight of the lead- 
ing motion picture concerns in- 
cluding earnings data since 1936. 
Additionally we have estimated 
net earnings per share for the full 
current year and shown relative 
dividend disbursements for pur- 
poses of comparison. Examination 
of our figures indicates that re- 
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gardless of the downtrend re- 
vealed by interim earnings during 
1947, most of the strong compan- 
ies listed are likely to complete 
the year with a comfortable mar- 
gin of net earnings over dividends, 
but near term prospects are 
variable. 


Columbia Pictures, for example, 
closed its fiscal year ended June 
30, 1947 with net earnings slight- 
ly above 1946, but has held cash 
dividends to $1 per share, or less 
than 25% of total net. The com- 
pany, though, distributed 214% 
in stock. It seems hardly possible 
that Columbia, with no theater 
holdings, can avoid a considerable 
downtrend in profits during its 
current fiscal year, but it has a 
substantial cushion upon which to 
fall back. 


Loews, Inc. 


Loews, Inc., has the advantage 
of producing, distributing and ex- 
hibiting films, this integration 
tending to lend stability to its 
operations. Lower theater at- 
tendance and heavy amortization 
charges have narrowed profit mar- 
gins during the current year, with 
consequent effect upon net earn- 
ings. But this concern has a fine 
record for making profits during 
adverse periods, and while next 
year’s net per share may not equal 
our estimate of $3 for 1947, a 
stable dividend seems probable. 
As at current prices Loew shares 
yield 7.5%, they carry a measure 
of appeal. 


Shares of Twentieth Century 
Fox also appear to be reasonably 
priced in view of the company’s 
good record and well integrated 
operations. Even if the current 
dividend rate were substantially 
reduced, the present price of 25 
would seem to discount a good 
deal in this respect. Due to the 
more spotty record of RKO and 
its narrower coverage of earnings, 
shares of this concern carry less 
speculative appeal at current price. 


To sum up, it looks as if the 
1947 downtrend in prices for 
motion picture shares has rather 
liberally discounted the numerous 
and widely publicized difficulties 
of the industry. Since there is a 
fair chance that the question of 
British revenues may be definitely 
settled in some form before many 
weeks, our guess is that in due 
course, share prices of the better 
situated companies will seem de- 
cidedly reasonable and that they 
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may make a good showing on any 
future improvement of the gen- 
eral market. 





Turmoil In Oil 





(Continued from page 287) 


entrance of almost 100 tankers 
into service. The domestic short- 
age is closely tied up with the 
size of the world-wide tanker 
fleet. The limited tanker supply, 
far below world requirements, 
has led to high rates being of- 
fered for export-oil transporta- 
tion. As a result, many tankers 
that normally would be supplying 
Atlantic Coast domestic needs 
have been sent to foreign ports by 
their American operators. This 
situation will now be relieved by 
pressing every available wartime 
tanker into service, an emergency 
move that may be an important 
aid in preventing a widening of 
the gap between supply and de- 
mand. 


Oil men expect a demand in the 
first quarter 1948 of 6.5 million 
barrels daily against current out- 
put of around 5.2 million barrels, 
and the chief point of attack to 
achieve a balance is at the trans- 
portation end. Thus the industry 
is building new pipelines and in- 
creasing the capacity of old ones, 
as well as providing for other 
transportation equipment, on all 
of which it will make an aggre- 
gate investment of some $440 mil- 
lion in the years 1947-48. But it 
is also looking well beyond 1948, 
conscious that only a long period 
of construction and expansion will 
enable it to catch up once and for 
all with soaring demand. 















Presently scheduled expansio 
plans call for record capital ip. 
vestments of over $4 billion in the 
two years 1947-48 to provide ney 
and larger facilities throughout§of 29. 
the country. The industry expects tional 
to drill an estimated 35,000 ney§natura 
oil wells, a new record including§sates— 
over 5,000 exploratory wells in thef lion bé 
hope of finding new oil reserves§increa: 
In the production division alone years 
capital outlays will run at over $f finding 
billion in the two-year period. [fore, k 


Moreover, the industry has -— 
plans underway for constructio§ One 
of refinery facilities with a cafexplor 
pacity of about 450,000 barrels off nowr 
crude oil daily, but the completion} ing or 
of these installations will takelfort w 
from six months to two _years{provin 
from the start of the work. Ex.§major 
penditures for refining facilitie§ der 
in 1947-48 are estimated to exceetfage i: 
$1.1 billion. In addition, about] equipr 
$480 million will be invested infand s« 
expanding distribution and mar-fis up + 
keting facilities. 


This is an ambitious program 
but in spite of it, real abundance 
of oil and oil products is years offf In ' 
Natural gas, of which there ex-{despit 
ists a huge potential supply, willjmanif 
be in better supply when there aref media 
more pipelines to move it. In view} porta 
of the steel shortage, that mayflook f 
not be much before 1949 or 1950} press! 
In fuel oil and gasoline, scarcities{ tials. 
may periodically recur during thej dome: 
next five years. For even if trans-Jaroun 
portation and refining problems} incluc 
are fully conquered, there will not} port, 
be enough crude oil unless newfhighe 
fields are developed quickly orjsump 
more is imported, or unless de {more 
mand drops. Eu 


By today, the industry has been} for y< 
building up the nation’s proven})j) 5 
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Pansioy 
ital jp. 
n in the 
ide ney§ crude oil reserves to a new peak 
ughouifof 20.873 million barrels. Addi- 
expect tional hydro-carbon reserves — 
00 newgnatural gas liquids and conden- 
cluding sates—lift the total to 24.227 mil- 
sin thfflion barrels. Yet this is no great 
servesfincrease of what reserves were 
-alonefyears ago. True, the industry is 
over $¥Mfinding more fields than ever be- 
iod. fore, but on the average they are 
y hy getting smaller every year. 








ructionf One reason is that more of the 
 &@ Caflexploratory drilling has been in 
‘rels offknown areas, not far from exist- 
pletion} ing or known fields. Too little ef- 
1 takelfort was spent in search for new 
years§ provinces and it is there, where 
k. Exfmajor exploration efforts must be 
cilities mdertaken. The material short- 
exceedfage is not yet solved; drilling 
aboutfequipment is far from adequate 
‘ted inland some time will elapse until it 
1 mar-fis up to demand. 











The Broader Picture 





ogram 
ndance 
irs offf In the broader oil picture, and 
re exidespite the interest universally 
y, wilfmanifested in the situation im- 
are are§ mediately ahead, a much more im- 
n viewsportant consideration is the out- 
t mayflook for the longer term, the im- 
* 1950.J pressive long range growth poten- 
rcities§ tials. It is estimated that whereas 
ng thefdomestic demand right now is 
trans-Jaround 5.6 million barrels daily, 
yblemsfincluding 400,000 barrels for ex- 
rill notf{ port, by 1960 it will run fully 28% 
s newlhigher. The rise in foreign con- 
‘ly orfsumption is expected to jump even 
ss defmore sharply. 






Europe bases much of its hope 
s beet for reconstruction on an increased 
OVEN oj] supply. The Marshall Plan 
ee | COUNtries alone estimate that they 
must have—and they have asked 
for it—more oil than present de- 
velopment plans indicate can be 
made available to them in the 
next few years. Everywhere, 
“ plans for a bright new future rest 
in large part on availability of 
sufficient oil. In South America, 
particularly, we see a whole conti- 
nent depending almost exclusively 
on liquid fuels for industrializa- 
tion and a higher standard of liv- 
ing. Little wonder, then, that for- 
eign oil consumption (exclusive 
Russia) by 1960 is estimated to 
soar some 67% above the present 
daily figure of 2.8 million barrels. 

This makes it plain that with do- 

mestic production at about ca- 
pacity barely meeting home de- 
mand, prompt large scale devel- 
opment of foreign oil resources is 
imperative if world demand is to 
be satisfied. 
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Our industrial civilization is de- 
pendent on energy. During World 
War I, 80% of our energy require- 
ments were supplied by coal; 12% 
by oil; 4% each by natural gas 
and hydro-electric power. Today, 
proportion have altered radically. 
Now coal supplies only 47% of our 
energy; oil 30% ; natural gas 12% 
and hydro-electric power 11%. 
Based on total consumption, be- 
tween World War I and 1947, the 
use of coal increased 5.5% but 
that of oil over 400%, of natural 
gas 480% and of hydro-electric 
power some 370%, an outstanding 
victory of liquid over solid fuels. 


If, then, an enormous future ex- 
pansion of demand for oil is 
clearly indicated, where is the oil 
to come from? The answer is not 
difficult, given world peace and 
freedom of initiative for the oil 
industry. It can only come from 
more active exploitation of for- 
eign oil resources. The present 
proved reserves abroad are twice 
as large as in this country, and 
the potential resources are many 
times bigger. Their immediate de- 
velopment is essential to a peace- 
time world run on oil, and they 
will be a vital reserve for this 
country in any national emerg- 
ency. 



































Distribution of 
World Oil Reserves 
(Proved underground reserves, 
billions of bbls.) 

United States 24* 
Caribbean Basin 20D 
Soviet Russia 8 
Middle East 30 
Rest of World 2 

Total 73 
*Includes condensates. 








American oil companies have 
been active in the search for for- 
eign oil reserves for many years, 
and their efforts have been highly 
successful. Today, American in- 
terests own rights to about 35% 
of all foreign proved reserves ag- 
gregating close to fifty billion bar- 
rels, of which thirty billion alone 
are found in the Middle East. 
They have developed their dis- 
coveries with great benefits to the 
respective countries and have 
made oil available to countries 
suffering from inadequate local 
supplies. 


In view of our extensive in- 
terests abroad and the oil short- 
age at home, there is a great deal 





of talk about the possible effect 
of mounting oil imports on the 
domestic industry. Yet the pros- 
pects are that there will be no 
threat of a great flood of imports, 
to the detriment of domestic oper- 
ations, though higher imports in 
time are clearly needed. Such im- 
ports, however, will supplement, 
not supplant domestic output. 


American oil resources abroad, 
especially those in the Middle 
East, are not primarily needed 
for American consumption and no 
large quantities need come here 
in the foreseeable future. For the 
most part, oil produced in the Mid- 
dle East will go to the Eastern 
Hemisphere, gradually relieving 
dependence of that area upon oil 
from the USA and the Caribbean 
area (our own backyard reserve), 
thereby increasing availability of 
the latter for USA consumption 
to meet further increment in our 
domestic requirements. 


Importance of Middle East 


Development of the Middle 
Eastern oil resources in which 
the American oil industry plays 
such a prominent part, thus can 
become an enormous contribution 
to world reconstruction while at 
the same time providing vitally 
needed reserves for this country. 
As to our more immediate re- 
quirements of foreign oil, a grad- 
ual increase in net imports is in- 
dicated. Our exports this year of 
about 436,000 barrels a day com- 
pare with an average rate of im- 
ports of about 453,000 barrels 
daily, the latter mostly crude oil 
and residual fuel oil from the 
Caribbean. Comparison of these 
figures with overall domestic con- 
sumption indicates that even a 
further gain in net imports does 
hardly constitute dependence on 
foreign oil but rather must be 
viewed as an expedient for sup- 
plementing our own resources to 
facilitate meeting expanding do- 
mestic consumption. 


It stands to reason that the 
combination of supply shortage, 
strenuous expansion efforts and 
prospects of vigorous long-term 
growth of the oil industry has im- 
portant financial implications, 
both near term and over the 
longer range. Earningswise, rec- 
ord profits, at least 50% higher 
than in 1946, are indicated in 1947 
and additional earnings gains are 
confidently expected in 1948. 
Combined earnings of companies 
reporting for the first nine months 
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of this year were close to 70% 
larger than a year earlier. While 
fourth quarter net is expected to 
be better than for the third quar- 
ter, year-ago comparisons will be 
less impressive percentage wise 
since last year’s fourth quarter 
profits already were high. New 
peaks in volume and profits are 
in prospect for 1948, but the gain 
in net earnings may be moderated 
by higher charges for exploration 
and development costs which—as 
previously indicated — are now 
running heavy. 


Despite the excellent earnings 
prospects, oil men warn therefore 
that dividend payments (which 
will nevertheless be good this 
year) cannot be expected to keep 
pace with increased profit figures. 
Most companies will dip heavily 
into current good earnings to fi- 
nance expansion, and aggregate 
dividend payments—on an indus- 
try-wide basis—which up to 1946 
averaged about 50% of net in- 
come and which last year dropped 
to about 42%, may not exceed 
40% in the period immediately 
ahead. However, since earnings 
have risen sharply, individual pay- 
ments will still be fairly high. 


Whatever future dividend pol- 
icies may be, stockholders so far 
have profited handsomely from 
the oil boom. Higher cash divi- 
dend payments have been made 
by 27 of the 50 larger oil compa- 
nies on their common stocks dur- 
ing the first ten months of this 
year, with payments aggregating 
almost 20% more than during all 
of 1946. 


In the era of shortages, main- 
tenance of an extremely firm price 
structure is of course a promi- 
nent feature. A general advance 
in crude oil prices of fully 50 
cents a barrel became effective 
only last week. It was the sharp- 
est rise in more than two decades 
and came less than two months 
after the last general advance of 
twenty cents a barrel. It also 
meant that the world’s largest oil 
company — Standard Oil Co. of 
New Jersey, was defeated for the 
second time this year in an at- 
tempt to “hold the line” on prices. 


Price Increase 


The latest price increase is a 
direct reflection of the extremely 
tight crude oil situation; general 
acceptance of the higher price 
was necessary for many compa- 
nies in order to assure sufficient 
crude supplies since they had no 
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alternative but to compete on 
equal terms with other purchasers 
of crude oil. Crude producers on 
the other hand contend that it 
takes a lot of money to drill for 
oil these days, and that large cash 
reserves are needed for the pur- 
pose. Undoubtedly, translation of 
the latest crude oil price boost 
into higher retail prices for pe- 
troleum products is only a matter 
of time, and of very short time 
at that. 


Producers In Best Position — 


Both in terms of near and 
longer range potentials, oil com- 
panies possessing substantial 
crude oil reserves appear in good 
position to profit from the expan- 
sion trend in demand and pro- 
duction which basic conditions 
clearly foreshadow. In the ap- 
pended table, we present estimates 
of proved reserves of individual 
companies, together with recent 
earnings statistics. The group as 
a whole offers attractive apprecia- 
tion and yield prospects, with 
less-than-average risk. But while 
ultimate price appreciation is 
strongly indicated, near term 
market performance may be no 
better than average in view of im- 
pending heavy outlays for fa- 
cilities, possibly involving new 
financing and stabilization of divi- 
dend rates for some time. 





Can I. T. & T. Make Money? 





(Continued from page 300) 


a net assets value of close to $40 
a share. 


Of course, the valuation of 
$187.7 million for investments 
and receivable from subsidiaries 
may be questioned under today’s 
chaotic currency conditions. At 
least, investors prejudiced against 
foreign holdings would’ ask 
whether full valuations could be 
realized within a reasonable pe- 
riod. Hence there may be exam- 
ined more closely. The company 
classifies properties by geographic 
divisions and segregates its tele- 
phone and radiotelephone subsid- 
iaries. These are located chiefly in 
Chile ($25.2 million), Mexico 
($13.3 million), Cuba ($10.3 mil- 
lion), Brazil ($8 million) and 
Puerto Rico ($4.2 million). Of 
these only the Chilean investment, 
about 1314 per cent of the total, 
might require patience in liquida- 
tion. In fact, negotiations have 
been under way recently looking 


toward disposal of the Mexican 
and Puerto Rican properties, 
Press dispatches from Mexico City 
have intimated indeed that vir. 
tual agreement had been reached 
for acquisition of properties by 
the Mexican Government. Thére 
seems little doubt but that I. T, 
& T. could, if it wished, dispose of 
its interests “south of the border.” 


Other investments include man- 
ufacturing, sales and laboratory 
subsidiaries in the United States 
as well as abroad, principally in 
Europe. These are carried at $21.8 
million for domestic holdings and 
$57 million for others, represent- 
ing 42 per cent of the total. Mis- 
cellaneous investments, including 
the company’s New York office 
building, are carried at $12.4 mil- 
lion. Manufacturing properties 
abroad are concentrated chiefly in 
subsidiaries of the wholly owned 
International Standard Electric 
Corporation. These are located in 
England,, in France, in Sweden, 
in Belgium, in the Far East and in 
South America. Plants in “other 
European countries” are valued at 
slightly more than $10 million, 
and of these the Norwegian, Dan- 
ish and Czechoslovakian units are 
known to be operating and in 
good condition. 


Reserves for war losses of $17 
million are regarded as adequate 
to cover possible confiscation of 
plants in Hungary and Romania 
or elsewhere. In other words, al- 
though the universal dollar short- 
age undoubtedly would prevent 
ready transfer of funds from 
many parts of Europe, there is no 
reason to think that valuations 
are excessive under normal condi- 
tions. Unfortunately, although op- 
erations. of the International 
Standard plants have been profit- 
able, the parent company has been 
unable to benefit from dividend 
payments because of tight for- 
eign exchange restrictions. 


American Cable & Radio 


Another interesting investment 
comprises approximately 2 mil- 
lion shares of American Cable & 
Radio Corporation, whose operat- 
ing properties provide communi- 
cations service to many parts of 
the globe both by cable and by 
radio. Operations were particu- 
larly profitable during the war 
when Americans were scattered 
from one end of the earth to the 
other, but, in common with other 
communication companies, Amer- 
ican’s operations have been handi- 
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capped by rising costs and reduced 
revenues. As a result, I. T. & T. 
has received no income from this 
investment carried on its books at 
$26.4 million, representing about 
14 per cent of the total. 
Summarizing, then, and allow- 
ing for adverse foreign exchange 
conditions, one may attempt an 
appraisal of these varied invest- 
ments: 
Per Share 
D7 &T. 
1, Cash and Spanish bonds (per- 
haps at a 10% discount), to- 


gether with accounts receivable 
BESS MIMO, sss 'aiei 10's 100 oo 
Investment in telephone and 
radio-telephone _ subsidiaries 
taken at 25% discount, $52.5 


$21.50 


rt 


NYRI DION cls) esto cno.s Gros biery er erelars 8.00 
38. Manufacturing subsidiaries 
abroad and in U. S., taken at 
10% discount, $70 million... 9.50 
4, Investment in American able 
& Radio at market, $8 million 1.25 
5. Miscellaneous properties at 
company appraisal, $12.4 mil- 
BRIE? otek e ageensiaT var cca atacere Fe 2.00 
Total $42.25 


From these valuations should 
be subtracted, of course, $29 mil- 
lion representing the term insur- 
ance loan as well as accruals for 
taxes and other normal business 
obligations. It seems apparent, 
therefore, that the indicated 
equity value on the balance sheet 
of about $38 a share may not be 
too far out of line. 

A mere reckoning of values is 
inadequate, however, for it is ap- 
parent that management has no 
intention of making available 
these sizeable assets for immed- 
iate conversion into cash. Hence, 
a realistic study of the company 
prospects must take into account 
other factors, namely, earnings 
and dividend experience and pos- 
sibilities as well as management 
capabilities in activities that give 
promise of becoming more impor- 
tant now that participation in for- 
eign telephone operations has 
been so sharply reduced. 

A survey of earnings results in 
the last decade or two, showing 
only small profits even in good 
years, uncovers the company’s 
fundamental weakness. The par- 
ent company’s obligations to its 
security holders must be ex- 
pressed in dollars, whereas reve- 
nues of income producing subsid- 
iaries throughout the world are 
available in currencies other than 
dollars. Through the critical de- 
pression years, when normal for- 
eign exchange relationships broke 
down, I. T. & T. was unable to 
transfer any substantial funds to 
this country. Indeed the threat of 
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bankruptcy in the 1930’s could 
be traced solely to inability to ob- 
tain cash from prosperous foreign 
subsidiaries. 

Full appreciation of the di- 
lemma presented by “blocked” 
currencies induced the manage- 
ment to alter its basic policies at 
the first opportunity. The pros- 
pect for prolongation of interna- 
tional unsettlements dictated the 
decision to withdraw from Spain 
and Argentina. In looking back, it 
seems fortunate that the company 
was able to make such satisfac- 
tory arrangements for disposal of 
its Roumanian properties as well 
as for the Spanish transaction. 

Notwithstanding that in the 
most prosperous year in the last 
decade earnings amounted to only 
slightly more than $1 a share, 
substantial progress has _ been 
made in strengthening the com- 
pany’s financial position. Funded 
debt has been reduced almost 
$111 million from $159 million 
outstanding at the end of 1938, 
thereby lowering fixed charges to 
an insignificant sum. 

On the other hand, the fact re- 
mains that the company, on a con- 
solidated basis, has been unable 
to earn any money since the war’s 
end. In large measure this was 
due to difficulties in reconversion, 
plant rearrangement etc., and 
even for the first half of 1947, 
there was a deficit of $3.1 million 
or 49c a share, largely reflecting 
losses of the Federal Telephone 
& Radio subsidiary. While some 
improvement in the latter’s oper- 
ations, from the standpoint of 
earnings, appears now in the off- 
ing, it is doubtful whether future 
earning power will be impressive, 
despite the large order backlogs 
this company has on its books. 
Even more of a question mark is 
future potential earning power in 
the event that the contemplated 
new acquisitions materialize. 


No Categorical Answer 


In the circumstances, there can 
be no categorical answer to the 
query: Can I. T. & T. make 
money ? Even weve there no proxy 
battle, the outcome of which may 
have a fundamental bearing on 
the company’s future, completion 
of the program for shifting major 
emphasis to domestic operations 
must be awaited. The company’s 
main problem, for some time, has 
been replacement of formerly 
profitable foreign earning assets 
(now sold) by at least equally 
profitable domestic earning assets, 


and the process is far from com- 
pleted. 

Meanwhile latest developments 
give evidence of efforts to effect 
a peaceful settlement of the con- 
troversy between large stock- 
holder interests and the manage- 
ment. The outcome of course 
will be awaited with greatest in- 
terest, since it may have an im- 
portant bearing not only on 
I. T. & T.’s future but on more 
immediate market action of the 
stock as well. 





The Canadian Dollar Crisis 
and its Effect on the U. S. 





(Continued from page 293) 
increase in Canada’s exports. The 
bonus on new gold production 
should stimulate the operation of 
new gold mines with small or no 
“basis period,” because they will 
get the extra bonus for a rela- 
tively large part of the entire out- 
put. It should also stimulate the 
output of those mines where pro- 
duction was withheld in anticipa- 
tion of a devaluation of the Cana- 
dian dollar—the bonus really 
amounting to a partial devalua- 
tion of the Canadian currency. 

The balancing of all the pluses 
and minuses shows that Canada’s 
current deficit with this country 
of about $1,100 million could be 
brought down some time next 
year to about $500 million. This is 
not an unmanageable figure. A 
part of this amount may be cov- 
ered, in case of need, by drawing 
on Canada’s new credit with the 
Export-Import Bank. Further- 
more, Canada should pick up a 
substantial amount of gold and 
convertible currencies from the 
countries with which she has fa- 
vorable balances of payments. 

It will be seen that in 1946 
Canada received about $237 mil- 
lion in gold and dollars, largely 
from Great Britain; during the 
first ten months of 1947, Britain 
paid Canada about $240 million in 
gold. When Finance Minister Ab- 
bott returned from Great Britain 
about two months ago, he indi- 
cated that this arrangement would 
continue, and Canada is presum- 
ably assured some $350 million in 
gold or convertible currencies be- 
tween October 1947 and Novem- 
ber 1948. Canada is also expected 
to pick up some U. S. dollars spent 
on the continent under the Mar- 
shall program. 

If the steps already taken 
should not bring relief, other 
measures could be resorted to. 
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The most important, of course, is 
the devaluation of the Canadian 
dollar back to its wartime parity 
of 90 cents. To do so now would 
amount to a confession of a grave 
mistake by the King Government. 
Or, the American concerns oper- 
ating some 2,000 branches or af- 
filiates in Canada (representing 
an investment of some $21, bil- 
lion) may be induced to make 
their branch plants either more 
self-sufficient or to channel some 
of the American orders to Canada. 

For example, a shoe manufac- 
turer with a branch plant in Can- 
ada may be asked to fill in Canada 
a Cuban order for shoes, which is 
payable in U. S. dollars. Consid- 
ering that Canadian manufactur- 
ing costs are somewhat below our 
own costs, the relocation of manu- 
facturing in Canada could prove 
profitable to both the U. S. man- 
ufacturer and the Canadian Gov- 
ernment. The flow of American 
dollars to Canada for the expan- 
sion of branch factories there 
would, of course, also create U. S. 
dollars and thus help balance the 
transactions between the two 
countries. 


The Canadian Government has 
declared right along that its “aus- 
terity” program is temporary, and 
we have shown that within a year 
or two the “U. S. dollar gap” in 
Canada’s international payments 
with us may be within manage- 
able proportions, perhaps permit- 
ting some relaxation of the pres- 
ent import restrictions. Such re- 
laxation may affect such items as 
automobiles, machinery, and fresh 
citrus fruits. Some _ exporters 
would then have a chance of re- 
gaining Canadian markets later on. 

But for some lines, the large 
exports to Canada during the war 
and postwar years may be a mat- 
ter of the past. This is likely to be 
the experience of cotton and 
woolen goods exports. With pro- 
duction increasing in Great Bri- 
tain, on the Continent and in 
Japan, our textile exports to Can- 
ada are past their peak. But since 
export sales represent but a small 
percentage of total production, 
the loss of the Canadian market 
should have no depressing effect. 
Much the same is true for chem- 
icals, paints and varnishes. 

Similarly the closing or the re- 
striction of Canadian markets to 
the manufacturers of typewriters, 
cutlery, hardware, various ma- 
chinery, paper products, etc., are 
not likely to be felt seriously. 
Some of the products affected will 
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be needed in larger quantities in 
Europe and their export will be 
financed under the Marshall Pro- 
gram. The lumber, wood products 
and furniture exporters are not 
likely to suffer either because of 
the still huge demand in this 
country. 

Much more vulnerable are the 
manufacturers of automobile tires 
and rubber products in general, 
electric household appliances, ra- 
dios, etc., all products with which 
the domestic market show in- 
creasing signs of being saturated. 





Answers To Inquiries 





(Continued from page 306) 


granulated cane sugar and pro- 
duce and distribute liquid sugar, 
sugar syrup, edible molasses and 
blackstrap and also develop and 
market allied specialty products. 

Consolidated net sales for fiscal 
year ended June 30, 1947, 
amounted to $28,188,653 and net 
income to $656,588, equal to $1.42 
a share, compared with preceding 
year sales of $20,988,061 and 
profit of $1.51 a share. This stock 
was listed on the N. Y. Stock Ex- 
change July 1, 1946. C. W. Taus- 
sig, president and members of his 
family and trusts own about 41% 
of the 464,010 shares of outstand- 
ing common stock. 

Balance sheet as of June 30, 
1947 showed total current assets 
of $8,917,076, total current lia- 
bilities $4,747,627 and net work- 
ing capital of $4,169,449. On 
December 1st, company declared 
dividends aggregating 30c per 
share, payable 10c per share on 
January 5, 1948, to stockholders 
of record on December 22, 1947; 
10c per share on April 5, 1948 
and 10c per share on July 2, 1948. 
Taken together with the dividend 
of 20c per share paid on Septem- 
ber 30, 1947, for the first quarter, 
the total dividends for the current 
fiscal year will amount to 50c per 
share. The directors have taken 
into account the fact that earn- 
ings for the first quarter of the 
fiscal year commencing July 1, 
1947, were unsatisfactory, as pre- 
dicted in the annual report of the 
company for the fiscal year ended 
June 30, 1947. Earnings for the 
second quarter indicated some 
slight improvement. The company 
has a substantial backlog of busi- 
ness giving reasonable expecta- 
tion of greater improvement in 
the last two quarters of the cur- 
rent fiscal year and should these 
prospects be realized, the declara- 
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tion of an extra dividend will be 
considered by the directors. 





For Profit And Income 


(Continued from page 305) 


Mills is one of the best in the 
rayon textile field. Both of thege 
stocks are priced in low ratio to 
earnings. The concensus is that 
earnings are abnormal because 
they are radically higher than in 
the best prewar years. But a 
question of degree is involved. If 
earnings of well-situated rayon 
and cotton textile concerns ever 
return to even the top prewar 
levels, this column would tenta- 
tively put the timing therof at 
least two to three years from 
now. 








American Business And 
The New Tariff 


(Continued from page 283) 


realistically foreseeable volume 
can readily be absorbed by our 
high level economy. In other cate 
gories, imports from abroad will 
be slow in gaining in volume. 
What’s more, virtually in all 
items, demand here exceeds sup- 
ply and few important price drops 
are expected as a result of higher 





imports. World exports to our]. 


country will increase when world 
production increases, almost re- 
gardless of tariffs, since the world 
needs the dollars. In the mean- 
time, we are still in a seller’s 
market! 

As to our exports, we need only 
remind that all countries party 
to the trade agreement are al- 
ready spending here virtually 
every dollar they can lay their 
their hands on, or which they 
can prudently afford to spend. 
Hence tariff reductions abroad— 
as already stated—will have no 
immediate value. Marshall plan 
aid will be the big factor deter- 
mining future exports. Outside 
of that, until the number and ex- 
tent of quotas, subsidies and ex- 
change controls abroad are re- 
duced, we will hardly be able to 
sell more to foreign countries 
than the dollars they can obtain 
in one way or another. 

To give a picture of the extent 
of our concessions: All told, we 
have made concessions on prod- 
ucts amounting to some $1.8 bil- 
lion or 78% of our total 1939 im- 
ports. Of this total, on $1.13 bil- 
lion we agreed not to change the 
existing duty status; the bulk 
thereof was duty-free. On $60 
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nillion worth of goods (in terms 
of 1939 imports), we reduced our 
rates less than 25%. On $174 mil- 
ion, reductions ranged from 25% 
035% ; and on $273 million from 
5% to the full 50% permitted 
under the law. 

Major U.S. imports affected by 
the tariff concessions include raw 
wool, sugar, whiskey, brandy, 
wines, leather goods, filler and 
grap tobacco, carpets and rugs, 
textiles, metals and ores (zinc, 
bauxite, aluminum, copper, man- 
ganese, tungsten) and perfumery. 
Among the major concessions 
granted on U.S. exports were re- 
ductions on American automobiles 
by almost everyone of the negoti- 
ating countries. Also there were 
widespread reductions on U.S. 
dectrical appliances, radios, re- 
frigerators, office and agricultural 
machinery; on trucks, motor- 
cycles and parts, and on Ameri- 
can fruit. These lists, of course, are 
far from complete, on either side. 


An interesting, if customary 
feature of the trade agreements 
concluded is that they contain 
an ‘escape clause” which provides 
that if a given concession causes 
or threatens to cause serious in- 
jury to any industry, it may be 
modified or withdrawn. Several 
key industries fearing long range 
adverse impact of our tariff re- 
ductions rely heavily on this loop- 
hole, should competition with im- 
ports get tough in the future. 
Some of them are not wholly con- 
vinced that the protection thus 
offered will really solve any fu- 
ture problem they may have to 
cope with. 

Industries which see themselves 
as most likely to be seriously af- 
fected are woolen goods, portland 
cement and alloy steels, the latter 
being the only one to fear such a 
prospect over the nearer term. 
Makers of tool steel, stainless 
steel and other steel alloys main- 
tain that the supply in this coun- 
try is already in balance with 
demand and are concerned, lest 
reduction in duty will stimulate 
imports from Sweden and other 
countries, unsettling the domestic 
price structure. 

Cement manufacturers, in the 
past frequently plagued by keen 
foreign competition, fear dump- 
ing of foreign cement on the At- 
lantic seaboard at some future 
date when the need for cement 
for reconstruction abroad is 
abated. But this may take quite 
some time, one should think. 

In the wool industry, the re- 
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The directors have declar- 
ed a regular quarterly divi- 
dend of 50c a share and a 
special dividend of 50c a 


December 2, 1947 





')y Meadow=( Peatrice Foods Co, 
Ses DIVIDEND NOTICE 


share on the common stock, 
both payable January 2, 
1948, to shareholders of 
record December 12, 1947. 


C. H. Haskell, President 




















duced duty on woolen imports is 
viewed as a definite threat. It is 
felt that the reduction in the raw 
wool tariff is insufficient to make 
up for the cut in the tariff on im- 
ported piece goods. Also, the in- 
dustry is skeptical about the ef- 
fectiveness of the escape clause, 
provisions of which are based on 
domestic production. 

Other textile manufacturers 
display less concern. Theirs is the 
belief that some time will elapse 
before foreign competition will 
again be a factor in the home 
market; moreover, as a pleasant 
surprise, actual duty reductions 
were not as far-reaching as orig- 
inally contemplated. Similarly, 
tanners and leather manufac- 
turers tend to discount the con- 
cessions we made as “not too seri- 
ous” at present, though they are 
inclined to reserve judgment as to 
the future. 

Some other details may be of 
interest. Britain, for example, has 
made 274 concessions important 
to U.S. manufacturers of motor 
vehicles, farm implements, a wide 
range of machinery, as well as on 
fruits, cotton and other U.S. farm 
products. Thus she cut tariffs by 
one-fourth on portable pneumatic 
tools, excavating, lifting and 
rolling mill machinery, air and 
gas compressors and exhausters, 
on electric phonographs and 
radio-phonograph combinations, 
and reduced the duty on Ameri- 
can typewriters. 

An important point to remem- 
ber, in the overall picture, is that 
many of our major imports re- 
main on the free list, that is they 
continue to come in duty-free. 
These include such important bulk 
products as newsprint and pulp, 
coffee, tin, and natural rubber, 
the latter our biggest import in 
prewar years. Leaving natural 
rubber duty-free may, at some 
time in the future, cause some 
headaches to the synthetic rub- 
ber industry, unless this country 








UNITED FRUIT COMPANY 


DIVIDEND NO. 194 


A dividend of fifty cents per 
share on the capital stock of 
this Company has been de- 
clared payable January 15, 
1948, to stockholders of rec- 
ord December 18, 1947. 


EMERY N,. LEONARD 
Treasurer 

















Allied Chemical & Dye Corporation 
61 Broadway, New York 
December 5, 1947 


Allied Chemical & e Corporation 


has declared a special dividend of 
Three Dollars ($3.00) per share on 
the Common Stock of the Company, 


payable December 27, 1947, to com- 
mon stockholders of record at the close 
of business December 15, 1947. 


W. C. KING, Secretary 











MARTIN-PARRY CORPORATION 
Dividend Notice 


The Board of Directors has declared a 
dividend of fifteen cents (15c) on the Capi- 
tal Stock of the Corporation, payable Janu- 
ary 5, 1948, to stockholders of record at 
the close of business December 20, 1947. 
T. Russ Hitt, President 











chooses to take advantage of cer- 
tain reservations which give us 
the specific right to cancel tariff 
concessions not only on natural 
rubber but on woolens and 
worsteds as well, if necessary. 
Safeguards of this kind are de- 
signed to protect U.S. business 
from undue foreign competition. 
But free resort to these escape 
clauses may prove dangerous to 
the entire reciprocal system, thus 
is not likely to be made unless 
really serious injury to domestic 
business can be clearly proved. 
The Geneva agreement, which 
runs three years, replaces the re- 
ciprocal trade pacts between the 
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BUSINESS BOOMS & BUSTS! 
1897 to 1946 


NOW is the time to MAKE MONEY! 
Something Different — Consistent Profits! 
Let us tell you HOW! 


Write TODAY — No Obligation. 


D. M. NICKELL 


Rt. 3, Box 94 Bend, Oregon 









United States and seven other 
countries, the latter consisting of 
Canada, England, The Nether- 


lands, Cuba, Belgium, Luxem- 
bourg and France; under the 
agreement, the “most favored na- 
tions clause” is accepted by all 
the participating nations. The 
new tariff schedules agreed to by 
the U.S. State Department be- 
come effective by presidential 
proclamation and do not require 
congressional action. But high 
tariff advocates are already gird- 
ing for battle. Tariff policy, al- 
most certainly, is destined for an- 
other sharp fight in Congress. 

The Trade Agreements Act un- 
der which the Geneva agreement 
was made, expires next January 
and in view of strong opposition 
currently developing, there is real 
doubt that the law may be ex- 
tended. If so, the latest tariff con- 
cessions while binding on the U.S. 
for three years, might again be 
followed by raising the tariff wall 
as so often done in our history. 
In other words, the tug of war 
over tariff policy appears by no 
means ended. Chances are that it 
will be resumed with new vigor 
by a G.O.P. Congress hostile to 
the reciprocal trade idea in the 
first place. 





Appraising 
Normal Earning Power 
For 10 Dynamic Companies 


(Continued from page 285) 

American Woolen Company 

War-time experience made pos- 
sible wider profit margins than 
formerly for this largest concern 
of its kind in the world, but excess 
profits taxes held net profits to 
much smaller, though satisfactory 
limits. Since then, net earnings— 
freed from EPT and abetted by 
large sales at advancing prices— 
rose to $21.05 per share in 1946 
and may come to $15.50 in the 
current year. In the face of this 
good showing the company’s 
share prices have exhibited con- 
siderable volatility, with a 1946-47 
price range of 7034-2614, lately 
hovering about half way between 
at 42. The moderate downtrend in 
earnings developed since last year 
seems to be due to apprehension 
that it may continue right along, 
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for at the current price it looks 
as if investors were willing to pay 
no more than the equivalent of 
about 214 years’ earnings for the 
shares. 

Contrary to the guess of many 
prophets, though, demand for tex- 
tiles of every description has con- 
tinued strong through 1947, with 
little evidence that it will slacken 
much in 1948. Bolstering Ameri- 
can Woolen’s potentials is also its 
chance for capturing many for- 
eign markets that Britain can no 
longer adequately serve. And while 
competitive fibers have always 
threatened the woolen industry, 
new combinations and newly de- 
vised processes to prevent shrink- 
ing have served as offsets. 

Through modernization and ex- 
pansion of its facilities, American 
Woolen is in a much better posi- 
tion than formerly to maintain 
satisfactory profit margins, so 
that unless sales of yardage or 
poundage decline unexpectedly 
through reduced demand or lower 
prices, the company should be able 
to make another good showing in 
1948. If rising costs should nar- 
row margins considerably below 
the 15.8% shown for the first half 
of 1947 and net earnings event- 
ually were to level off on a per 
share basis at around $7, the 
shares would not seem unreason- 
ably priced at 42, even if the divi- 
dends paid in 1947 were subse- 
quently cut in half. In view of the 
bright outlook ahead, though, this 
is hardly in prospect for a consid- 
erable period to come. 

Additionally, the financial posi- 
tion is greatly improved. The com- 
pany has cleared up all arrears on 
its preferred, reduced senior divi- 
dends_ substantially, and has 
working capital of around $60 
million. Book value of the common 
shares has advanced from nil in 
1940 to around $72.31 on June 
30, 1947. It is our belief that the 
company’s fundamental position 
has improved to the extent that 
there is hardly much likelihood of 
its return to the uncertain status 
that prevailed in prewar years, 
and, average earnings of from $7 
to $10 per share for the next few 
years would seem a reasonable ex- 
pectation. 


Anaconda Wire & Cable Company 


This subsidiarv of the Ana- 
conda Copper Mining Company 
specializes in the production of 
rods and almost every kind of 
copper wire and coils. Due to its 
long established trade position, 
the company’s sales are substan- 
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tial during periods of general ip. 
dustrial activity, and may reacha 
record height of $110 million for 
the current year. Since 421,92] 
shares (not allowing for a pro. 
posed 2-1 split) of no par common 
are the sole capital constituents, 
per share earnings mount rather 
fast during good times. Because 
of the vast expansion now under 
way in its communications field 
and the probability that produc. 
tion of electric equipment may not 
equal demand for some years to 
come, this concern seems to be in 
a cycle of heavy product demand 
and firm prices, with consequent 
benefit to net earnings. 

In contrast to average earnings 
equal to $3.24 per share in the 
1936-45 period, the figure rose to 
$7.33 last year and, as things look 
now, may soar to $20 for 1947. 
inventory profits probably ac- 
count for a substantial portion of 
this latter gain and to this extent 
may not recur, depending upon 
the course of inflation. If 1941 can 
be considered a more normal year 
than 1937, it is interesting to note 
that in that year the company on 
sales of $71.2 million had lifted its 
operating margin to 12.6%, 
against 6% on volume of $44.8 
million in 1937. While figures are 
not yet available on margins for 
the current year, it is evident that 
they have stretched far above 
normal limits. Indeed, it is very 
improbable that such high earn- 
ing power can continue for very 
long. 

On the other hand there are no 
signs that volume during 1948 
will decline. With world conditions 
as they are, it could be possible 
that sales may continue around 
the $100 million mark for several 
years to come, and discounting 
the current year’s net earnings by 
50% for the sake of conservatism, 
per share net may be expected to 
average around $10 for quite some 
time, or possibly even sufficient to 
continue the 1947 dividend of 
$12.50 per share on a basis of the 
present capitalization. Because 
these have climbed to around 80 
from their 1947 low of 4514, 
though, they may have rather 
fully discounted future bright 
prospects, regardless of the at- 
tractive current yield. 


Firestone Tire & Rubber Company 


During a half century of 
growth, this concern has attained 
a stature that gives it fourth rank 
in its industry. Hew rapidly the 
company has increased in size 
since 1940 through 1946 is shown 
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by an expansion of more than 
50% in assets during the period. 
Analysis of operations, except on 
an over-all basis, is difficult be- 
cause of Firestone’s broadly di- 
versified activties. Aside from 
manufacturing numerous rubber 
products, the company makes 
steel, plastics and other chemicals, 
operates a rubber plantation in 
Liberia, and conducts some 700 
retail outlets that sell a wide as- 
sortment of goods. 

As replacement sales of tires 
and tubes have been exceptionally 
heavy for the past two years and 
should continue substantial for 
several more years, Firestone is 
in a good position to capitalize 
on its opportunity. On sales og 
$577.8 million in the fiscal 1946, 
ended October 31, the company 
earned $27.6 million after allow- 
ing $5 million for contingencies. 
This equalled $13.21 per share 
compared with a perior ten-year 
average of $4.35. For six months 
ended in July, 1947, volume was 
reported as $313 million and on 
the upgrade. Hence if the total for 
fiscal 1947 reaches $630 million it 
will cause little surprise. Rising 
costs, though, seem to be holding 
net earnings close to the level 
achieved last year, or not much 
more than $13 or $14 per share. 

As prices for tires and other 
rubber goods have not advanced 
proportionately with most of 
those in other fields, it is not ra- 
tional to use the yardstick of a 
fifty cent dollar in appraising 
Firestone’s real sales gains on a 
deflated basis. A recent price 
boost for tire, in the face of a 
boost for tires, in the face of a 
and demand, indicates unusual 
confidence by rubber manage- 
ments in the near term outlook. 
Fact is that for the past 20 years, 
Firestone has never failed to show 
a profit in good or poor times, 
though the amount has varied 
considerably; its dividend record 
has been unbroken during the in- 
terval. Due to the company’s 
greatly expanded activities, its 
sales and earnings should con- 
tinue indefinitely to exceed pre- 
war average showings, and at 
least $4 per share should be dis- 
tributed annually in dividends 
during the foreseeable future. A 
recent price of 50 for the shares, 
accordingly, looks to be on the 
conservative side as normal aver- 
age earnings could hold above $7 
per share. 


International Paper .Company 
The numerous and important 
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steps taken by this concern, the 
world’s largest paper manufac- 
turer, during the last few years to 
strengthen its financial position 
and to expand its earning power, 
render comparisons with prewar 
years decidedly illogical. Bonds, 
notes and preferred stocks have 
been eliminated, so that only 
23,000 shares of 4% preferred 
have precedence as to earnings 
over 2.56 million shares of com- 
mon. In this process, interest sav- 
ings applicable to the equities 
have totalled over $6 million an- 
nually. As the company is doing 
the largest peacetime business in 
its history, with no indications of 
a near term let-up, indicated net 
earnings of around $13 per share 
for 1947 are neither excessively 
high nor just mainly temporary 
as they might seem to the casual 
observer. Although International’s 
1947 sales should reach a peace- 
time high of $400 million, demand 
is so great that the management 
is expanding its facilities in the 
1947-49 period by $47 million, en- 
tirely without borrowing or sell- 
ing new stock. And recently the 
company has raised the price of 
newsprint by $6 per ton. Further- 
more, operations both in the for- 
est and in the mills have been 
radically modernized to lower 
costs. 

All said, it is difficult to view 
the outlook for this company for 
the next few years with pes- 
simism, but if volume and paper 
prices should soon decline, no such 
operating margins as 26.2% 
would probably be possible. When 
the bloom on the present boom 
fades, assuming no major bust 
period, it seems to us that earn- 
ings of well above the 1947 divi- 
dend of $4 per share would still 
be possible, perhaps as high as 
$7 to $8 per share. If the current 
price of 54 for the shares be ap- 
plied to this figure, a price-earn- 
ings ratio af about 7.5 would re- 
sult, rather modest when applied 
to average future earnings power. 


Chicago Pneumatic Tool 


This strong concern represents 
another of the numerous manu- 
facturers of capital goods enjoy- 
ing exception prosperity in the 
present boom. The company’s 
portable electric and pneumatic 
tools, compressors, drills and bits 
are in wide demand by many in- 
dustries all over the world. Due to 
heavy usage of the equipment 
produced, replacement sales are 
sizeable and a measure of stabil- 
ity is gained through rental of 





many items. A strong patent posi- 
tion, too, has resulted in excellent 
operating margins that in the 
1940-46 period never fell below 
22.72% and during war years 
were well above 30%. 

Record sales three or four times 
prewar experience naturally were 
responsible for this good showing. 
When volume average around $11 
million annually during the 1935- 
39 period, profit margins were 
held to about 12%. Though 1946 
sales of $21.6 million in part rep- 
resented price increases, margins 
gained almost equally compared 
with prewar, rising to 24.8% last 
year. Again in the current year, 
when volume pushed ahead to an 
annual rate of around $31 million 
during the first nine months, net 
profits per share rose to indicate 
a final showing of at least $11 per 
share for 1947. 

In this event, net earnings in 
the current year will have more 
than doubled the $5.01 per share 
established in 1946, though vol- 
ume gains were only around 50%. 
This illustrates how sensitive net 
margins are to shifts in the vol- 
ume level for this concern, and is 
significant in considering a time 
when sales may develop a down- 
trend later on. Because of ex- 
panded markets since prewar and 
increased potentials for replace- 
ments, the company’s volume even 
under adverse conditions is likely 
to exceed the average prior to 
Pearl Harbor, and probably by a 
considerable margin. With pros- 
pects of fairly good business for 
the next few years, it might be 
safe to conclude that normal sales 
may run between $15 million and 
$20 million, with net earnings 
somewhere around $6 per share. 
As this would comfortably sup- 
port an annual dividend rate of 
$2.75 per share, as was paid in 
1947, the shares at 34 seem at- 
tractively priced. Earlier in the 
year they sold at 17 and are now 
within about 4 points of their 
1947 high. 


Pepperell Manufacturing Company 


In scannning the earnings po- 
tentials of a concern that has paid 
dividends without interruption for 
96 years, the views of its experi- 
enced management on this subject 
carry unusual weight. Sharehold- 
ers of Pepperell were warned in 
the annual report for the year 
ended June 30, 1947 that all-time 
high sales of $74.8 million and net 
earnings of $14.89 per share re- 
flected abnormal conditions. Ris- 
ing prices widened profit margins 
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0° ANNUAL FORECAST 
V Presents 
20 OUTSTANDING STOCKS for '48 





Fo® the past year stocks have moved within the narrowest range 
percentagewise in 35 years. Has this been a period of accumula- 
tion or distribution? You can expect a decisive move when stocks 
break out of this trading range. That is why UNITED’s Forecast for 
1948, with 20 Outstanding Stocks for Income and Profit — pre- 
pared by a Staff whose Annual Forecasts have scored a high average 
of accuracy for over 20 years — is of vital importance to you now. 


A Guide to Greater Success in the New Year 


Vital Questions of Today 
Discussed in this Report: 


STOCKS Is big rise in stocks likely in 


face of predicted earnings decline? 


BONDS Has a Bear Market started 


in bonds, or is current weakness a tem- 
porary upset? 
INFLATION Will patch-work plans to 


check inflation be swept aside by rising 
wages and consumer demand? 


RAILS AND UTILITIES Are Rails a 


buy on basis of impending rate increase? 
Does inflation endanger Utilities? 


COMMODITIES Prices are up 50% 


from VJ Day. Will 1948 mark the peak 
of this price boom? 


AUTOS Will steel for Europe make 
autos even scarcer in 1948? Should motor 


stocks be bought or sold? 


BUILDING Is 1947 gain of 30% a 


temporary bulge, or start of real boom? 
Are real estate prices at peak? 


EF year thousands of investors look for- 
ward to receiving this UNITED OPINION 
Report — the only Annual Forecast giving you 
the consensus of the country’, s leading authori- 
ties. Be sure to read this year’s Forecast analyz- 
ing 16 major phases of Business and Invest- 
ment, including Stocks, Bonds, Inflation, 
Building, Commodities, Retail and Foreign 
Trade, Earnings and Dividends. 


Facts on 20 Stocks to Buy 


Our Annual Forecast Report analyzes and 
gives definite reasons why the following are 
most attractive for appreciation and income 
in 1948: 


10 for Market Profit 


Selected from the groups likely to show the 
best earnings gains in 1948. Yields up to 8%. 


5 Sound Income Stocks 
For the conservative investor seeking reason- 
able safety with better than average yield — 


up to 6%. 
5 Quality Growth Stocks 


Established companies, where new products 
and rising earnings offer appreciation plus 
good income. 


For your copy of this important Report, 
accept the offer below: 


Yours with Special Months “Trial” 


est the value of UNITED Forecasts for 

your own business and investments. Accept 
this introductory offer of a full month’s Trial 
of the Weekly UNITED Service, together with 
this valuable Annual Forecast Report with 20 
Outstanding Stocks for 1948. For new readers, 
for only $1. 


Pi his ad. Fill i 
ACT NOW! ol 1h rary mil NOW! 


eoeeereereeeeeeeeeeeeeeeeeeeeeeeeeeeeoe 


UNITED BUSINESS SERVICE 


210 NEWBURY STREET — BOSTON 16, MASS. ™-44 
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and deferred demand helped to ex- 
pand sales. The company consid- 
ered it improbable that it could 
keep up such a pace very long. 
Just how long, though, will depend 
largely upon the continuance of 
high level national income. 
Currently the textile manufac- 
turers are operating at capacity, 
and in some divisions even boost- 
ing prices. For some time ahead, 
therefore, this established manu- 
facturer should enjoy what might 
seem abnormal demand for its 
products ,at least in terms of dol- 
lars, though allowing for inflation, 
its physical output is not much 
above prewar experience, as our 
table indicates. Because of popula- 
tion growth and the accepted idea 
that prices generally cannot re- 
turn to prewar levels in the 
future, normal sales of this con- 
cern should not fall below $50 mil- 
lion, compared ith $39.9 million in 
1937, in our opinion. Granting 
that operating margins decline 
from last year’s level of 16.1% to 
8%, and allowing for 38% taxes, 
the company’s net might settle 
down around $3.1 million, or $6 
per share. On this conservative 
basis, it might not be possible to 
pay $6.25 in dividends as during 
1947, but if they were cut to $4, 
the yield at current price for the 
shares of 56 would be above 7%. 


Skelly Oil Company 


The fully integrated operations 
of this strong concern enhance its 
earnings potentials in the current 
period when demand for all petro- 
leum products is of record pro- 
portions. Several years, at least, 
may elapse before production will 
come in balance with worldwide 
demand, and Skelly produces large 
amounts of crude oil, natural gas, 
gasoline and all the numerous by- 
products of petroleum, selling 
them at both wholesale and retail. 
During 1945 and 1946 the com- 
pany spent about $35 million to 
develop additional oil and gas 
wells, to lay pipelines and to con- 
struct new refineries, and these 
investments have proved highly 
profitable. 

In view of the firm price struc- 
ture for petroleum products, 
Skelly’s net earnings should con- 
tinue high for an indefinite period, 
if oil prices continue upward, indi- 
cated 1947 net of $18 per share 
may be matched or even exceeded 
over the nearer term. But the con- 
pany has always retained a large 
proportion or earnings in the busi- 
ness; dividends of $2.50 per share 
paid in 1947 were scarcely more 
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than a third of average net earn- 
ings for ten years past and only 
one-eighth of net available in the 
current year. Hence the current 
yield of 6.8% for the shares seems 
secure beyond question, with 
plenty of room for improvement. 
Average earnings for the next five 
years might conservatively run 
around $10 per share, to bring the 
15 year average up to about $6.70 
per share. 


West Virginia 
Pulp & Paper Company 


As one of the largest producers 
of white and kraft paper, this con- 
cern is in an industry that is sen- 
sitive to changes in economic ac- 
tivity, as shown by the company’s 
inability to make profits during 
five years in the early 1930s. De- 
spite these adverse conditions, 
though, dividends have been paid 
without a break from 1899 to date. 
Taking lesson from the handicap 
of high costs during dull times, 
West Virginia Pulp & Paper has 
spent some $19 million in the last 
two years to thoroughly modern- 
ize all of its facilities. Because of 
these major improvements it is 
fair to assume that the normal 
earning power of the company 
has been permanently lifted. In 
other words should volume decline 
sooner or later to something like 
1941 levels from this year’s level 
of $84 million, it might be possible 
to hold profit margins close to the 
20.6% achieved in 1947, against 
15% in the earlier year men- 
tioned. If 1941 is taken as a year 
of normal operations, net per 
share accordingly could be in the 
neighborhood of $5, or $2 more 
than dividends distributed in 1947. 


Wheeling Steel Corporation 


Productive capacity of Wheel- 
ing’s large plants continues to be 
far short of demand. As an ex- 
pression of confidence in the fu- 
ture outlook, the company plans 
to spend $30 million for new pipe 
mills, coke ovens and blast fur- 
naces. On estimated sales of $126 
million, we figure that net earn- 
ings per share for 1947 may reach 
as much as $16. Higher costs for 
scrap and transportation, though, 
may narrow profit margins here- 
after. Under normal conditions, a 
10% spread rather than the 
15.1 % indicated for 1947 would 
be more likely. Because of ex- 
panded capacity it might seem 
reasonable to assume a volume of 
$100 million as normal over a 
term of years. After allowing for 
taxes, depreciation, interest and 





preferred dividends, an amount 
equal to around $8 per share could 
be available for the common 
stock. Based upon this estimate, 
the shares selling around 46 would 
sell at a price-earnings ratio of 
4.6, far from excessive even for a 
highly leveraged stock in a cy- 
clical industry. 





As I See It 





(Continued from page 279) 


have been forced to rely on 
rumors to a large extent, many of 
which were undoubtedly insti- 
gated by the Russians for the pur- 
pose of bringing confusion and 
throwing a veil of mystery over 
their activities. However, their 
failure to secure the ten billion 
dollars worth of reparations in 
Germany has forced their hand 
and obliged them to expose their 
critical financial situation to the 
world, as expressed by the 10 to 
1 devaluation of the ruble. 


In fact their general plans, as 
far as Germany is concerned, 
seem to be stymied at the mo- 
ment and we hear less and less 
about the so-called Von Paulus 
organization which, like every 
thing else, has been long shrouded 
in vague generalities. 

The Russians suffered a major 
defeat in London for the Soviet 
Union was not content with a part 
of Germany, but wanted direct or 
indirect control of all Germany. 
The great industrial production of 
the Ruhr—with its skilled work- 
man and know-how—has been the 
Russian objective for thirty years 
and their disappointment must be 
great indeed. 

Whether they will be able to 
mend their fences remains to be 
seen. But judging from their in- 
flexibility either of purpose or 
method, it is much more likely 
that they have seen the peak of 
their power. Experience with the 
Soviet system has created a great 
disillusionment in communism 
generally and has brought rec- 
ognition that as a means for im- 
proving the lot of the masses, it 
is a snare and a delusion. 

The Russians have lost the bat- 
tle of ideology which they had 
counted on as their main weapon. 
We have won strategic victories 
even before the Marshall plan has 
been put into operation, and we 
can win the economic conflict too, 
at a cost infinitesimal compared 
to what we paid for World War II. 
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A First Step in Your Program for a 


PROFITABLE 1948 


RY this experiment! Imagine that all your securities were sold 
yesterday. Today you have nothing but their cash value. 





Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 
cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if your 
purchases are strategically timed. Many are undervalued as measured by earning 
power, capital assets and 1948 potentialities. 


As a first step toward increasing your profit and income in 1948, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only temporar- 
ily. It will tell you how our personal supervision can assist you to strengthen your 
diversification, income and the enhancement possibilities of your account. We will 
evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine oF Watt Street. A Background of forty years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 













































































In the magnificent new Windsor, Magnavox proudly presents 
the ultimate in radio-phonograph beauty and listening pleasure. 
A superb breakfront cabinet in rich old world mahogany or antique 
finished Escanaba pine encloses Magnavox components engineered to the 


highest standard in radio—components with the capacity to deliver 


breath-taking tone quality that’s often promised but seldom heard. 


See and hear The Windsor in America’s finest stores. 
You'll be proud to own this magnificent Magnavox. 


The Magnavox Company, Fort Wayne 4, Indiana. 
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